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Selling Broad-Form Insurance 


GENTS WHO ARE in constant 
A touch with the public do not 
need to be told that whenever an 
agent has occasion to explain some 
new form of insurance coverage to 
a prospective purchaser, whether 
the prospect be a customer or a 
complete stranger, the most diffi- 
cult part of the agent’s job is to get 
the conversation started on just the 
right note. 

If the discussion is begun in an 
apparently aggressive vein, it will 
fail to achieve its intended purpose 
and the prospect’s reaction to it 
will be unfavorable. If, on the 
other hand, discussion gets under 
way without anything in the na- 
ture of dramatic effect or empha- 
sis, the prospect’s natural reaction 





By JOHN J. IAGO 





will be to wonder why any time is 
being taken up with such an unim- 
portant matter. 

The purpose of this article is to 
suggest a means whereby a discus- 
sion about a new form of insurance 
coverage that has enjoyed a phe- 
nomenal growth during the past 
few years may be started in any 
case on the right medial note, be- 
ing neither offensively “high- 
pressure” nor futilely ineffective. 

But first it will be desirable to 
make a general observation or two 
about the background against 
which this new coverage must be 
considered. The remarkable growth 
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in the burglary insurance branch 
of the casualty-surety business 
since 1940 is briefly but clearly in- 
dicated, from both the agents’ and 
the companies’ viewpoints, by the 
following figures pertaining to the 
combined operations of all stock 
companies: 


Commissions to 


Net Burglary 





Premiums Agents and 

Year Written Brokers 
1940 $ 27,507,712 $ 7,150,000 
1941 29,463,283 7,700,000 
1942 32,227,341 8,600,000 
1943 37,197,381 10,450,000 
1944 44 641,394 12,850,000 
1945 51,000,000 * 14,650,000 

Totals $222,037,111 $61,400,000 


Practically every one of the 
various forms of coverage included 
in the burglary insurance branch 
of the casualty-surety business 
made some contribution to that 
remarkable growth, but by far the 
largest individual contribution was 
made by the form of coverage that 
is the particular subject of this arti- 
cle, namely, broad-form insurance 
on money and securities. This form 
of coverage was first put on the 
market in 1940 and is designed for 
sale to commercial and industrial 





*The premium figure for the yéar 
1945 is necessarily an estimate because 
the complete returns are not in at the 
time of writing. However, this estimate 
is based upon the known records of a 
representative group of companies and 
it should be reasonably accurate. 
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concerns and institutions to pro- 
vide, as its name implies, broader 
insurance on money and securities 
than was available to non-financial 
interests prior to 1940. Although 
precise figures are not obtainable 
at this time, it seems probable that 
this form of coverage may have ac- 
counted for nearly half the $23,- 
000,000 increase in premium vol- 
ume and also for about half the 
$7,500,000 increase in commissions 
indicated in the above tabulation. 

Prior to 1940, only financial 
institutions such as banks, invest- 
ment houses, and the like, which 
were eligible to purchase bankers’ 
or brokers’ blanket bonds could 
obtain really broad and complete 
cycles of insurance coverage on the 
money and securities handled by 
them. Non-financial institutions 
such as manufacturing or mercan- 
tile concerns had to be content 
with much less. But since the ad- 
vent of broad-form insurance it has 
been possible for manufacturing 
and mercantile and other non- 
financial concerns to purchase 
cycles of insurance coverage on 
money and securities comparable 
in breadth and scope to those pur- 
chasable by financial institutions. 

The suggestion promised in the 
first paragraph of this article may 
be made to serve as the beginning 
of a description of some of the 
benefits and advantages of broad- 
form insurance. When a typically 
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successful American manufacturer 
or merchant is asked whether fire 
insurance is carried on the con- 
tents of the premises in which his 
business is conducted, he is hardly 
likely to resent the question or to 
refuse to answer it. Every really 
typical American business man 
recognizes the 
need for fire in- 
surance and en- 
deavors to see 
to it that ade- 
quate amounts 
of fire insurance 
are carried on 
all property 
owned by him 
or for which 
he is in any 
way responsible. 
So, almost cer- 
tainly, in every 
case an answer 
will be given 
to the question 
and it will be in 
the affirmative. 

When that 
first question is followed up with a 
second one as to how much of the 
contents fire insurance applies on 
money and securities in the busi- 
ness premises, one of two responses 
will almost certainly be elicited. 
Either the merchant or manufac- 
turer will assume as a matter of 
course that the full amount of the 
contents fire insurance applies on 
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. . Start on the right note 
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money and securities as well as on 
the stock, furniture, fixtures, equip- 
ment and other property in his 
premises and he will so state, or he 
will simply say that he doesn’t 
know. In either case the agent is 
then in a position to suggest that 
the manufacturer or merchant get 
out one of his 
fire insurance 
policies and 
read the exclu- 
sion clause bear- 
ing the title, 
*‘uninsurable 
and excepted 
property.” 

In the stand- 
ard fire insur- 
ance policy 
form most 
commonly used, 
that exclusion 
clause reads: 
“This policy 
shall not cover 
accounts, bills, 
currency, deeds, 
evidences of 
debt, money or securities. . . .” 
In some other standard fire insur- 
ance policy forms used in certain 
localities, the wording of the corre- 
sponding exclusion clauses differs 
somewhat from that just quoted, 
but the effect is invariably the 
same. Having got that far, it will 
then be in order for the agent to go 
on and emphasize that money and 
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securities should be insured against 
destruction by fire as well as all 
other kinds of property, but that 
fire insurance on money and secu- 
rities can be obtained by a manu- 
facturer or merchant only by pur- 
chasing adequate amounts of 
broad-form insurance issuable by 
a casualty-surety company. 

Some readers may be surprised 
to hear that any kind of fire insur- 
ance has to be purchased from a 
casualty-surety company rather 
than from a fire-marine insurance 
company, but, however surprising 
this may be, it is a fact neverthe- 
less. It is due to certain provisions 
contained in the insurance laws of 
practically all the important states. 
This observation applies, of course, 
only to fire insurance on money 
and securities. 


A Goop APPROACH 


It may be well to digress for a 
moment at this point in order to 
emphasize just what effects result 
from the type of approach sug- 
gested in the preceding para- 
graphs. By means of two simple 
questions which can be asked and 
answered in only a few seconds 
and which, obviously, of their 
very nature are neither offensive 
nor antagonizing, an agent can get 
right into the middle of his subject 
upon the most favorable basis that 
can be imagined. By admitting 
that he carries a certain amount of 
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fire insurance on the contents of 
his business premises, a merchant 
or manufacturer shows an inclina- 
tion to insure his property against 
destruction by fire and to pay the 
premium for that kind of insur- 
ance. Consequently, when, in re- 
sponse to the second of the two 
suggested questions, he indicates a 
belief that he has fire insurance on 
his money and securities or admits 
that he doesn’t know whether or 
not he has such insurance, he gives 
the agent an opportunity to em- 
phasize in a tactful but at the same 
time effectively dramatic way 
that, unlike other kinds of prop- 
erty in business premises, the 
money and securities are not cov- 
ered under the standard fire insur- 
ance policy forms and can be 
insured against destruction by fire 
only under a special form of policy 
which is relatively new and not 
yet well known. 

Having aroused a prospective 
purchaser’s interest in a point 
which can be grasped instantane- 
ously, and having centered full 
attention upon that point, an 
agent can proceed by easy steps to 
outline the various other features 
and advantages of the new broad- 
form insurance. 

The method of approach sug- 
gested in this article was originally 
worked out about 25 years ago 
when bankers’ and brokers’ blan- 
ket bonds were beginning to be 
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sold on an extensive scale and it 
was tested extensively and found 
to be thoroughly practical and ef- 
fective. Ordinarily, it would be 
expected that, on the average, 
bankers would be somewhat better 
informed about insurance matters 
than merchants and manufactur- 
ers, yet many a banker was sur- 
prised to learn, when the advan- 
tages of a bankers’ blanket bond 
were being explained to him for 
the first time, that his bank had 
been going along for years without 
having any fire insurance on its 
money and securities, notwith- 
standing that every other kind of 
property in the banking premises, 
including the vaults or safes con- 
taining the money or securities, 
was covered under the standard 
fire insurance policies. Fire is not 
the only casualty in respect of 
which destruction coverage is af- 
forded by broad-form insurance. 
Various other casualties such as 
explosion, collapse of a building, 
flood, earthquake, windstorm of 
any kind, etc., etc., may cause 
destruction of money and securi- 
ties. Broad-form insurance applies 
to any destruction of the insured 
money and securities resulting from 
any casualty not specifically ex- 
cluded. The casualties which are 
specifically excluded are war, in- 
vasion, insurrection, rebellion, hos- 
tilities, revolution or military or 
usurped power. 
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DisHONEsTy INSURANCE 


However, although the destruc- 
tion coverage afforded by broad- 
form insurance is important, it 
goes without saying that by far the 
most importantly serious risks of 
loss to which money and securities 
are regularly exposed are what 
might conveniently be called the 
“dishonesty”? risks. Obviously, 
money and securities are the most 
stealable of all the stealable kinds 
of property. Any thief would 
rather have a chance to steal $10,- 
000 in the form of money or easily 
negotiable securities than to steal 
$30,000 or more of any other kind 
of property. Consequently, any 
concern or institution handling 
money or securities should at all 
times carry a complete cycle of 
the broadest insurance available 
against all the various kinds of dis- 
honesty losses. As a beginning, 
every such concern or institution 
should carry an adequate amount 
of blanket fidelity insurance cover- 
ing against losses through dishon- 
esty on the part of “insiders,” 
meaning the employees. Broad- 
form insurance is primarily insur- 
ance against losses through dis- 
honesty on the part of “outsiders.” 

Prior to 1940, the only coverages 
that could be purchased by manu- 
facturing or mercantile concerns 
against loss of money and securi- 
ties through dishonesty on the part 








of “outsiders” were the relatively 
narrow forms of insurance afforda- 
ble under the standard mercantile 
safe burglary policies, and interior 
robbery, messenger robbery or 
paymaster robbery policies. These 
narrow forms of insurance were 
good as far as they went but they 
didn’t go far enough. Over a pe- 
riod of years the insurance com- 
panies paid out millions of dollars 
under safe burglary, interior rob- 
bery, messenger robbery and pay- 
master robbery policies for losses 
resulting from the kinds of dishon- 
esty against which insurance was 
afforded by those instruments, but 
holders of the policies sustained 
many dishonesty losses which were 
not covered because the dishonest 
acts did not amount to “burglary” 
or “robbery” as defined in the 
policies. 


ForcisLE ENTRY 


For example, the insurance un- 
der the standard form of mercan- 
tile safe burglary policy has always 
been restricted to apply only to the 
kind of burglary that can be ef- 
fected when a safe or vault has 
been completely and _ properly 
locked and a forcible entry into it 
is achieved by the use of explo- 
sives, gas-torches, electricity, chem- 
icals or tools, and there is visible 
evidence on the exterior of the safe 
or vault of that forcible entry. If 
for any reason, or by any means, a 
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safe or vault can be opened by 
thieves without the use of any force 
or violence, there is no coverage 
under a standard mercantile safe 
burglary policy for any loss of 
property resulting from that kind 
of dishonest act. Before resorting 
to any force or violence, experi- 
enced thieves will invariably test a 
safe or vault to see if it is properly 
locked. Some employees of busi- 
ness concerns are addicted to the 
lazy habit of partially locking safes 
or vaults on what is usually re- 
ferred to as “short combinations.” 
Instead of twirling the dial on the 
door so as really to lock the safe or 
vault properly, the person who 
closes up the office will merely turn 
the dial a few numbers away from 
the release point so that the safe or 
vault can be opened without effort 
simply by turning the dial back to 
the release point. This is a very 
convenient practice but an exceed- 
ingly dangerous one, and many 
safes and vaults have been easily 
opened by thieves without the use 
of any violence because of it. 
Even when they find a safe or 
vault door fully locked, experi- 
enced thieves will not resort to the 
use of any force or violence with- 
out first trying various “easy” 
combinations of numbers. Many 
people like to use combinations 
that are easy to remember such 
as 10-20-30—-40 or 20—40-60-80, 
etc., and because of this it fre- 
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quently happens that one of the 
combinations tried by the thieves 
will prove to be the right one. 

There are various other ways in 
which thieves can gain entry to 
safes or vaults without using any 
force or violence and no loss of 
money or securities resulting from 
any non-violent theft is covered by 
the insurance afforded by the 
standard form of mercantile safe 
burglary policy. For quite some 
time prior to 1940 there was a 
widespread and insistent demand 
for insurance against losses by 
those kinds of dishonesty. Insur- 
ance agents were unable to satisfy 
that demand because the only ob- 
tainable dishonesty coverage on 
contents of safes or vaults was the 
relatively narrow form insurance 
affordable under the standard mer- 
cantile safe burglary policy. To- 
day, broad-form insurance is the 
answer to that demand. 


BURGLARIES AND ROBBERIES 


The standard interior robbery, 
messenger robbery and paymaster 
robbery policies issuable to mer- 
cantile and industrial concerns af- 
ford insurance only against losses 
resulting from actual -holdups 
which involve threats of bodily 
injury to the custodian or messen- 
gers having custody of money or 
securities or the infliction of such 
injury. These policies do not in- 
sure against any losses resulting 
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from any of the many kinds of 
non-violent dishonest acts. Here 
again, broad-form insurance meets 
a long-felt need because for quite 
some time prior to 1940 there was. 
an extensive demand for liberali- 
zation of the standard robbery in- 
surance policies so as to provide 
coverage against various kinds of 
dishonesty losses instead of against 
only one kind. 

Every burglary and every rob- 
bery involves a “‘wrongful abstrac- 
tion” of property-but not every 
“wrongful abstraction” of prop- 
erty is a burglary or robbery. The 
standard mercantile safe burglary 
policy is limited by its terms to 
provide insurance only against 
loss resulting from one kind of 
wrongful abstraction of insured 
property, namely, the kind that 
can be effected by the forcible 
opening of a properly locked safe 
or vault; and standard interior 
robbery, messenger robbery and 
paymaster robbery policies are by 
their terms likewise restricted to 
provide insurance against loss of 
insured property by one kind of 
wrongful abstraction, namely, the 
kind that is achieved by the forci- 
ble taking of property from a cus- 
todian or messenger by threaten- 
ing bodily injury or actually in- 
flicting such injury. 

However, broad-form insurance 
provides coverage against losses of 
insured property from all kinds of 
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wrongful abstraction by “outsid- 
ers,» — not only burglaries and 
robberies but also thefts, larcenies 
and all other dishonest acts which 
are not specifically excluded. 

The first exclusion clause in pol- 
icies of broad-form insurance ex- 
cludes liability for losses resulting 
from dishonest acts committed by 
employees, partners, officers, di- 
rectors, trustees or authorized rep- 
resentatives of the policyholders. 
But, as we have already pointed 
out, insurance against loss of 
money or securities through dis- 
honesty on the part of employees 
or officers of any mercantile or in- 
dustrial concern or institution may 
be obtained by the purchase of 
blanket fidelity insurance. 

The second exclusion clause in 
policies of broad-form insurance 
eliminates liability for any loss 
resulting from forgery and here 
again the exclusion is a relative 
one because forgery insurance is 
readily purchasable. 

The only really absolute exclu- 
sion clause in a policy of broad- 
form insurance is the so-called 
“voluntary delivery” exclusion 
which is inserted for the purpose of 
making it clear that the insurance 
company does not intend to as- 
sume liability for losses resulting 
from poor business judgment. For 
example, if a business man volun- 
tarily delivers money in payment 
for some purchase and then dis- 
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covers that the article purchased 
is not to his liking or is not what 
he thought it was, he cannot col- 
lect under a broad-form insurance 
policy upon an allegation that 
what he purchased was not worth 
what he paid for it or upon any 
similar allegation. 


Two Types oF BRoAD-FoRM 
INSURANCE 


There are two varieties of broad- 
form insurance, the difference be- 
ing clearly indicated by their re- 
spective designations which are 
“loss within premises” broad-form 
insurance, and “loss outside prem- 
ises” broad-form insurance. Any 
eligible applicant may purchase 
one or both. 

When an agent wants to effect a 
complete cycle of insurance cover- 
ages on money and securities han- 
dled by some commercial, indus- 
trial or other non-financial client, 
he has to arrange for four basic 
components, namely: 

1. Blanket fidelity insurance to 
cover against losses occuring at 
the client’s premises or else- 
where and resulting from dis- 
honesty on the part of “in- 
siders”; and 

2. ‘Loss within premises” broad- 
form insurance to cover against 
losses occurring at the client’s 
premises resulting from dishon- 
esty on the part of “‘outsiders”’; 
and 
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3. ‘‘Loss outside premises” broad- 
form insurance to cover against 
losses occurring outside the cli- 
ent’s premises while the money 
and securities are being con- 
veyed by a messenger of the 
client and resulting from dis- 
honesty on the part of “out- 
siders”; and 

4. Forgery insurance. 


Such a complete cycle of insur- 
ance coverages may be afforded 
by three separate instruments, 
namely, a blanket fidelity bond, a 
money and securities policy (broad- 
form), and a forgery policy; or it 
may be afforded under the one 
comprehensive policy, namely, the 
comprehensive dishonesty, disap- 
pearance and destruction policy 
which is usually referred to as the 
3D policy. Insuring agreement I 
of the money and securities policy 
is the “loss within premises” broad- 
form agreement. In the 3D policy 
insuring agreement II corresponds. 
Insuring agreement II of the 
money and securities policy is the 
“loss outside premises” agreement. 
Insuring agreement III of the 3D 
policy corresponds. Insuring agree- 
ment I of the 3D policy is the blan- 
ket fidelity agreement. 


Tue 3D Po icy 


The 3D policy has an apparent 
advantage of consolidating all of 
the essential coverages into one 





single instrument, with one pre- 
mium payable every year or every 
three years, and with the one com- 
mon expiration date. But it also 
has what may be serious disadvan- 
tages from the agent’s viewpoint, 
namely, that it requires him to 
confront the policyholder with a 
demand for one big premium out- 
lay at one time, and further that it 
presents a larger and therefore 
much more conspicuous and vul- 
nerable target to every one of the 
agent’s competitors. 

The alternative arrangement 
whereby three separate instru- 
ments are issued has the apparent 
disadvantage of requiring three 
policies rather than one, but it has 
the advantage of dividing up the 
total premium into three fractions, 
so that, if the agent judiciously 
staggers the expiration dates of the 
three policies, an automatic and 
relatively painless installment pay- 
ment set-up is thereby effected. It 
also has the advantage of present- 
ing three separate small targets to 
the agent’s competitors, each one 
of them being very much less con- 
spicuous than would be the target 
if a 3D policy were issued. 

Obviously, it is for each agent 
to decide whether he prefers, on 
the one hand, to sell properly- 
arranged combinations of money 
and securities policies, blanket fi- 
delity bonds, and forgery policies, 
or, on the other hand, to sell the 





10 THE CASUALTY AND SURETY JOURNAL 


all-inclusive 3D policy. Either al- 
ternative is good if the cycle of 
coverages is complete and ade- 
quate; either one is bad if the 
cycle is incomplete or inade- 
quate in any respect. A clear and 
realistic indication of the prevail- 
ing trend of choice by agents may 
be obtained from an analysis re- 
cently made by one of the compa- 
nies. This analysis involved 1,750 
cases in which new policies of 
broad-form insurance were sold 
during 1945. The premiums for 
the broad-form insurance aggre- 
gated $497,422.39. In 1,358 of those 
cases (78 percent of the total), the 
broad-form insurance was afforded 
by money and securities policies; 
in the remaining 392 cases (22 per- 
cent of the total) the broad-form 
insurance was afforded by 3D 
policies. 

It is not practicable within the 
space of this article to give a com- 
pletely detailed analysis and ex- 
planation of all of the terms and 
conditions of the money and secu- 
rities policy and the 3D policy, or 
to give a complete explanation of 
the rating procedure by which 
premiums for broad-form insur- 
ance are computed. The primary 
purpose of this article is to en- 
deavor to present to agents a brief 
sketch of the essential features of 





broad-form insurance with a few 
indications of its possibilities and 
to submit a suggestion or two as to 
how these may be exploited. 
There are various benefits and 
advantages of broad-form insur- 
ance other than those already men- 
tioned. For one example, broad- 
form insurance covers against loss 
of the insured money and securi- 
ties by disappearance as well as by 
dishonesty and destruction. If some 
money were blown out of the 
open window of an office or store 
by a draft and disappeared over 
the horizon, the resulting loss 
would be covered by “‘loss within 
premises” broad-form insurance. 
Every agent or other reader is 
urged to obtain copies of the 
money and securities policy (broad- 
form) and the 3D policy and to 
familiarize himself with their terms 
and conditions, and also to study 
the broad-form insurance section 
of the burglary rate manual. This 
advice is probably particularly 
timely for any readers who have 
been serving in the armed forces 
during most or all of the war pe- 
riod, because broad-form insur- 
ance grew up during that period 
and may therefore be something 
quite new and novel to those who 
were out of touch with the insur- 
ance business during the war. 
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¢ The returned veteran is 
given an unusual opportu- 
nity thoroughly to learn the 
insurance business 


G.I. Law Offers Careers 


IRST THINGS come first, and the 
Frep priority problem of our 
returning veteran is to get a job — 
and he wants one with a future. 
Similarly, of prime importance to 
the insurance business is the re- 
cruitment of capable men and 
women of high standards, so that 
it will continue to expand in serv- 
ice to the public and grow in pub- 
lic esteem. 

The Selective Service Act rather 
completely channeled into the 
armed forces the cream of our 
youth at the very age business has 
been in the habit of looking to it for 
new and eager blood. As a result, 
during the war insurance and all 
other business suffered keenly from 
its inability to augment its forces 
with young men. We must, there- 
fore, look to the returning veterans 
and attract the best of them to 
insurance careers. 

We know from experience that 
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insurance offers opportunities for 
only a select group and if the busi- 
ness is to maintain its prestige it 
must carefully choose its new asso- 
ciates. Since the draft was all in- 
clusive, it follows that insurance 
does not offer opportunities to all 
veterans. However, to the veteran 
with the proper background, per- 
sonality, and standard of ethics, it 
offers an opportunity second to 
none. Insurance needs that kind of 
veteran and should leave no stone 
unturned in seeking to attract him 
to the profession. 

The Michigan Association of 
Insurance Agents has worked out 
a plan which is proving a practical 
answer to this problem in its state. 
It works, and other trade and pro- 
fessional groups have used it as a 
model in building similar plans 
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for their groups. The Michigan 
State Office of Veterans’ Affairs 
has used it as an instructional 
guide in training veteran counsel- 
lors, it has been publicly hailed as a 
concrete example of practical vet- 
eran assistance, and the leadership 
shown by the association has en- 
hanced the prestige of insurance 
agents in the eyes of a veteran- 
conscious public. 

The Michigan plan is built 
around the educational provisions 
of the so-called G.I. Bill of Rights. 
Incidentally, the term “G.I. Bill 
of Rights” is a misnomer. The 
official title of the bill is the “‘Serv- 
icemen’s Readjustment Act of 
1944,” which more accurately de- 
scribes its purpose and operation. 

Under this act the veteran may 
return to a college, university or 
other formal educational institu- 
tion to complete his education, or 
he may continue his education at 
a business or other establishment 
offering apprentice or on-the-job 
training. The act provides a sub- 
sistence allowance of $65 per month 
for the veteran without depend- 
ents and $90 per month for the vet- 
eran with dependents. 

In the case of apprentice or on- 
the-job training, the full subsist- 
ence is not usually paid; but a 
differential is paid, not to exceed 
the maximum subsistence allow- 
ance, between the wage being paid 
and the journeyman’s wage. Thus, 
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if the veteran is paid $100 per 
month by his employer, but is 
being trained for a job that will 
pay $200 per month when he is 
fully qualified, he is entitled to the 
full $65 per month when single, 
or $90 per month if with depend- 
ents. Should his employer raise 
his pay to $125 per month, how- 
ever, the single veteran would still 
be entitled to his $65, but the 
married veteran’s would be cut to 
$75 per month. Should the em- 
ployer raise the pay to $150 per 
month, then each class of veteran 
would be entitled to only $50 addi- 
tional assistance. 

Thus Federal assistance con- 
tinues to decrease until such time 
as the wages paid equal the jour- 
neyman’s wage, whereupon Fed- 
eral assistance ceases entirely. 
However, should the veteran be 
transferred to another job with a 
higher wage potential, Federal 
assistance would be adjusted up- 
wards to take care of the increased 
differential, provided payments do 
not exceed the maximum subsist- 
ence payable under the act. 

A thought that must immedi- 
ately come to mind is what is to 
prevent an unscrupulous employer 
from using this act to obtain cheap 
labor and ultimately victimize the 
veteran and the Federal govern- 
ment. This possibility was con- 
sidered, and in the following dis- 
cussion of the administration of 
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the act it will be seen that ade- 
quate safeguards are provided. 

The Serviceman’s Readjustment 
Act, being a Federal law, is ad- 
ministered by the U.S. Veterans 
Administration, but the act re- 
quires that the administrator must 
secure from the appropriate state 
agency a list of 
educational and 
training institu- 
tions, including 
industrial es- 
tablishments, 
that are quali- 
fied to furnish 
education or 
training under 
the provisions 
of the act. 

In Michigan, 
the Department 
of Public In- 
struction was 
selected as the 
appropriate 
state agency to 
approve or dis- 
approve educa- 
tional or training institutions for 
participation. 

The Department of Public In- 
struction found it relatively easy to 
determine the qualifications of ed- 
ucational institutions. But to de- 
termine the qualifications of busi- 
ness establishments for training 
purposes was a different matter, 
and the department turned to 
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business for assistance. Thus the 
governor and superintendent of 
public instruction appointed a com- 
mittee of business representatives 
to work with the Department of 
Public Instruction in formulating 
standards of approval. This group 
took a practical approach to the 
problem, elimi- 
nated unneces- 
sary red tape, 
and sought to 
stress the busi- 
ness man’s out- 
look of job 
training and de- 
emphasize “the 
formal educa- 
tionalapproach 
of the educator. 

It was de- 
cided that the 
actual decision 
of approval or 
disapproval 
would,Yin the 
great majority 
of cases, be 
made by the 
secretary of the business group in- 
volved. Thus, if a bank applies for 
approval as a training institution 
for on-the-job training, the secre- 
tary of the Michigan Bankers’ As- 
sociation makes the decision, with 
the official approval of the superin- 
tendent of public instruction and 
the governor virtually automatic. 
Where an insurance agency or 
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company seeks similar approval, 
the secretary of the Michigan As- 
sociation of Insurance Agents makes 
the decision. It was felt that the 
trade group secretaries had sources 
of knowledge and general experi- 
ence that would enable them quickly 
and accurately to evaluate the ap- 
plications. 

The original group of trade as- 
sociation secretaries, plus two ad- 
ditional aides, were also appointed 
as an advisory committee to act 
on questionable cases, to act in 
cases where the business making 
application was not represented 
by a trade association, and to work 
out plans and procedures to make 
the on-the-job training programs 
attractive to both the veteran and 
business. 

The program of the Michigan 
Association of Insurance, Agents of 
course, provides for on-the-job 
training for qualified veterans who 
are interested in insurance careers. 
To make the plan more under- 
standable, perhaps it would be best 
to carry it through the steps of a 
typical case. 

First, our veteran must be quali- 
fied. In other words, he must have 
had active military or naval serv- 
ice on or after September 16, 1940, 
and prior to the termination of 
World War II; his discharge or 
release must have been under con- 
ditions other than dishonorable; 
and his period of service must have 
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been at least 90 days unless re- 
leased from service sooner because 
of a service-incurred injury or 
disability. There are other re- 
quirements, exceptions and pro- 
visos, but these are fundamental, 
and exceptional cases should be 
handled by the Veterans Admini- 
stration. 

Next, our veteran must have 
expressed an interest in associating 
himself with the insurance profes- 
sion. It is possible that he made 
his first inquiry to a veteran coun- 
sellor in one of the 155 counselling 
centers of the State Office of Veter- 
ans Affairs. In that case, the coun- 
sellor would have referred him to 
one of our insurance agent ad- 
visors who are located in all of our 
16 association districts. Perhaps 
the veteran did not have any déefi- 
nite desires, but the counsellor 
considered him a likely candidate 
for insurance training and inter- 
ested him in accepting the referral. 

All of our insurance agent ad- 
visors are seasoned, experienced 
agents, who have demonstrated 
an unusually high standard of in- 
surance ethics and evinced a prac- 
tical interest in the returning vet- 
eran and his problems. By thor- 
ough interview, and investigation 
if necessary, he determines if the 
veteran has the necessary interest 
and potential ability to become a 
successful and ethical insurance 
agent. If the advisor is convinced 
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that the veteran is qualified, he is 
referred to an agent or company 
for employment and on-the-job 
training. 

Perhaps the interested veteran 
applies directly to an agency. In 
this case, the manager of the 
agency conducts the interview him- 
self, and makes the decision as to 
the veteran’s capabilities. But in 
either case, the individual com- 
pany or agency decides whether to 
employ the veteran and qualify as 
a training institution so that the 
veteran can draw his subsistence 
allowance during his period of 
training. : 

Assuming that both veteran and 
employer are interested in carry- 
ing out a program of on-the-job 
training, it is next necessary for 
the veteran to complete a Veterans 
Administration Form 1950, and 
forward it to the appropriate office 
of the Veterans Administration. 
The veteran can secure expert as- 
sistance in the completion of this 
form by contacting his local veter- 
ans’ counsellor or calling at the 
nearest office of the Veterans Ad- 
ministration. The Veterans Ad- 
ministration has contact offices in 
all of the larger cities and they can 
be called upon by the veteran for 
necessary assistance. If his appli- 
cation is in order, the Veterans 
Administration will send him Vet- 


erans Administration Form 1953, 
which is his certificate of entitle- 
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ment, and is evidence that he is 
entitled to the educational benefits 
of the Readjustment Act. 

Part of the Form 1953 must be 
completed by the employer and 
returned to the Veterans Admin- 
istration. This part indicates the 
starting wage and the journey- 
man’s wage for the job on which 
the veteran is to be trained, and is 
the basis for computing the amount 
of subsistence to be paid. 

In the meantime, it is essential 
that the employer be approved as 
a training establishment by the 
appropriate agency. In Michigan 
this agency is the Department of 
Public Instruction, and the close 
cooperation between this depart- 
ment and the secretary of the 
Michigan Association of Insurance 
Agents has already been discussed. 
To secure approval it is necessary 
that some sort of application be 
filed. In the interest of simplifica- 
tion, we have devised our own 
form which we have named INS 
88. 

Form INS 88 asks for the name 
and address of the firm and the 
names of its officers. It also asks 
the length of time the firm has 
been in business and the number 
of its employees during the last 
prewar year and the number dur- 
ing the war years. 

Another question it asks is the 
amount of the starting wage and 
the wage goal. This might be dif- 
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ficult where the veteran is to be 
put on a commission or part com- 
mission basis, but in such cases an 
accurate estimate will suffice. 

Finally, Form INS 88 asks for an 
outline of the training program 
proposed as the course of instruc- 
tion to be provided the veteran. 
This is the core of the application 
and should be studied very care- 
fully by the employer, because it 
is used as a basis of determining 
whether the plan is in reality a 
training program. 

In working out a training pro- 
gram employers ‘have found that 
some assistance can be secured 
from the local school system. Home 
offices of insurance companies can 
be very helpful. It is not necessary 
that the employer definitely state 
the length of time required for each 
phase of the educational course. 
This may differ between offices 
and persons. However, an esti- 
mate of the periods of time neces- 
sary to complete the various steps 
of the course is helpful. 

The subjects to be covered’ are 
required to be outlined in consid- 
erable detail, such as: study of 
office procedure, filing, recording, 
policy writing, loss adjustment 
practices, underwriting procedure, 
daily report cards (records), pros- 
pect lists, outside contacts, sur- 
veys, appraisals, selling psychology 
and methods, etc. The plan must 
show in detail reading assign- 
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ments, outside study, correspond- 
ence courses, home office course, 
local agents schools, etc. The form 
must also indicate the name of the 
supervisor in charge of the training. 

In Michigan we require the 
employer to file four copies of this 
Form INS 88, and if he is approved 
one copy is returned to him show- 
ing such approval. 

After the veteran and employer 
are both approved and the veteran 
has started his training, it will be 
necessary to file a brief monthly 
report showing the wage rate. This 
is to enable the Veterans Adminis- 
tration to make appropriate ad- 
justments in the subsistence pay- 
ments occasioned by wage in- 
creases. Government forms are 
available for this purpose, but in 
Michigan we have secured ap- 
proval of our own simplified form. 

If the veteran is doing a type of 
work that requires a license, the 
Michigan Department of Insur- 
ance has arranged to provide a 
temporary Certificate of Author- 
ity. This is granted if the employer 
has qualified as a training estab- 
lishment and continues in force, 
for a reasonable length of time, 
until the veteran acquires the nec- 
essary training successfully to com- 
plete the written examination re- 
quired by the Michigan Law. The 
Michigan Association of Insurance 
Agents provides each veteran in 
training, without charge, with a 
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Insurance agent advisors are seasoned and experienced 
agents and the subjects covered are carefully planned 


“Reference Manual,” listing sev- 
eral hundred questions and an- 
swers from which the examinations 
are taken. p 

The program offers Michigan 
insurance agents an opportunity 
to perform a worth-while public 
service by assisting a veteran to 





find his niche in civilian life and 
at the same time assist his agency 
and profession by bringing in new 
and active agents. The program 
is working in Michigan, and there 
is no reason why the agents of 
other states can not work out a 
similar program. 
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**The boss can’t talk to you just now — **Whom shall I say is calling?” 
he’s tied up!” 




















ELLING GROUP DISABILITY in- 
S surance requires that two im- 
portant fundamentals be kept in 
mind: 

1. We must be alert and capa- 
ble so we will recognize the pre- 
cise needs of those for whose pro- 
tection we are attempting to make 
the sale. 

2. We must demonstrate sin- 
cere, unselfish and unwavering 
purposefulness in our endeavors 
to meet those needs within the 
limits of the employees’ reasonable 
ability to con- 


Meeting Group Insurance Needs 





By C. C. CLARKE 





difference does it make what par- 
ticular program I sell, so long as 
I do sell and the company is will- 
ing to take the business? I shall 
be paid if I succeed in making sales 
and I shall probably be fired if 
I fail to make sales. If my prospect 
wants to buy a second rate pro- 
gram with a little ‘window trim- 
ming’ tossed in to dress it up — 
what of it? Why should I argue 

with him and 





tribute to the kill the sale? If 
cost. F INSURANCE AGENTS understand that’s what he 

Commissions I the fundamental needs of wants, so far as 
and a host of workers and fill them by pushing I am concerned, 


other things 
must fall into 
their proper 
places as sec- 
ondary to such 


other plans. 





Group Insurance as now supplied 
by insurance companies, the peo- 
ple employed in industry will find 
no reason for government or 


that’s what he 
gets.” 

But when that 
buyer wakes up 
to the fact that 








considerations. 
We must not lose sight of the 
need, or fail to meet that need with 
a high degree of over-all compe- 
tence. We are dealing with in- 
tensely human values. We must 
diagnose correctly and prescribe 
accurately for the needs of the 
men and women and children 
whose best interests it is our pur- 
pose to serve. 
Some salesmen may say: “What 





you, as an in- 
surance agent, permitted him to 
buy a second rate plan which is 
not capable of doing the job for 
his employees that he intended and 
expected, his righteous indigna- 
tion will come down on your head, 
Mr. Salesman, even if he did do 
the buying and you only ac- 
quiesced in the sale as the slothful 
party of the second part. 
Now let us be practical. I don’t 
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say that we should refuse to sell 
what the customer wants to buy — 
but I say that it is a reflection upon 
the quality and character of our 
salesmanship — particularly in 
selling group insurance — if we 
fail to consider adequately the 
needs of disabled employees and 
their dependents and fail to make 
our convictions known concerning 
the kind of plan that we believe it 
would be in their best interests to 
buy. 

For example, I think we have 
been carried away by popular 
clamor for hospital expense in- 
surance, when the best interests 
of the wage earner indicate that 
we should make an honest attempt 
to sell accident and sickness in- 
surance first. 

Some time ago I was asked to 
submit a proposal covering hospi- 
tal and surgical expense insurance 
and was told definitely by the 
broker in the case that this was the 
the only kind of coverage the em- 
ployees were interested in and that 
the employer did not want any 
other kind of coverage outlined in 
the proposal. So I drew up a brief 
as requested, submitted it to the 
executives and discussed it with 
them. The plan seemed to meet 
their requirements satisfactorily 
and they were about to go ahead 
with it when I ventured to ask if 
their minds were definitely closed 
to any other recommendations. I 


was invited to speak my piece. 

I pointed out that the best in- 
terests of the employees would not 
be served if the plan thus far 
developed were put into effect. I 
pointed out that of all the people 
sick and disabled from work, only 
a small percentage of them re- 
quired hospitalization. I pointed 
out that of all the people requiring 
hospitalization, only a small per- 
centage of them required surgery. 
Consequently, if we were to do the 
greatest amount of good for the 
greatest number of people, we 
should provide accident and sick- 
ness insurance first; and after that, 
hospital expense insurance; and 
after that, surgical expense insur- 
ance, depending upon the cost to 
the employees after the employer 
had indicated how much he was 
willing to spend to make the bene- 
fits available. 

“But,” I was told, “the employ- 
ees have asked for hospital and 
surgical insurance and it is our 
opinion that we should give them 
what they want. You’d have a 
hard time selling them accident 
and sickness insurance.’’ However, 
I pointed out that accident and 
sickness insurance actually was 
hospital expense insurance as well, 
whereas hospital expense insur- 
ance alone would pay no benefits 
whatever to the disabled employee 
who did not require hospitaliza- 
tion. 
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To illustrate, 1 pointed out that 
$15 a week accident and sickness 
insurance, plus $2 a day hospital 
expense insurance would provide 
more money for hospital expenses 
than would the $4 a day hospital 
benefit which they had intended 
to buy. Furthermore, with a plan 
of this kind the 
employee who 
was ill and off 
the job and who 
did not require 
hospitalization, 
would be in- 
demnified in 
part for lost 
wagesand would 
not be inclined 
to feel that the 
plan was dis- 
criminatory or 
entirely value- 
less so far as he 
was concerned. 

This was of- 
fered as an ex- 
ample: a_ val- 
ued elderly em- 
ployee of more than 20 years’ serv- 
ice was stricken with a heart con- 
dition. The doctor said, ‘‘You’ll 
be O.K., Joe, but you have to go 
to bed and rest for at least three 
months.” Joe said, ““Do I have to 
go to the hospital, doctor?” And 
the doctor said, “No, you'll be 
better off at home. What you need 
most are rest and quiet. Your 
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family is grown up and away and 
you will be more content and 
respond better at home with your 
wife looking after you than you 
would in the hospital.” So Joe 
went home to take the cure. But 
with only hospital and surgical 
expense insurance, Joe collected 
no benefits. He 
was worried 
and worry re- 
tarded his re- 
covery. 

A few days 
later a young lad 
in Joe’s depart- 
ment while 
going around 
the plant 
doubled up — 
complained of 
cramps and 
nausea. The 
doctor said, 
“My boy, you 
must go to the 
hospital at 
once. You’ve 
got a bad ap- 
pendix. We must get to it quickly.” 
In ten days the boy was out of the 
hospital minus his appendix and 
minus any hospital or surgical bills 
because his hospital and surgical 
expense insurance was sufficient 
to pay for them. During convales- 
cence he called cn Joe, recited his 
experience, praised the company’s 
welfare plan and just naturally was 
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jubilant about it all. “And think 
of it,”’ he said, “I’ve been working 
for the company only for the past 
six months.” 

Joe congratulated him on his 
good fortune but a wistful look 
came into old Joe’s eyes. Suddenly 
he seemed to grow weary and said, 
*‘Son, come to see me again some 
time. I think I need to be quiet for 
a spell now.” After 20 years of 
faithful service there were no bene- 
fits for Joe. It didn’t seem right 
somehow — it just didn’t seem 
right. 

You see, here also was a person- 
nel problem that the employer 
hadn’t anticipated. He said, “I 
see your point. Maybe if we pro- 
vide the plan that we honestly be- 
lieve will do the best possible job 
for all our employees we won’t en- 
counter too much difficulty in 
securing their acceptance.” 

There is no doubt in my mind 
that partial replacement of wages 
lost by the employee — the wage 
earner — disabled from work, is 
the item of greatest importance. 
It should be taken care of first. 
If additional benefits are desired, 
then hospital expense insurance 
and surgical expense insurance and 
medical expense insurance should 
be provided in that order — the 
order of greatest need and most 
frequent claims. 

Further, all reasonable benefits 





should be provided for the em- 
ployees first, before benefits for 
dependents are considered, be- 
cause when the employee is dis- 
abled and off the payroll the whole 
family suffers. Money is needed 
and needed desperately to keep 
the family going and to get the 
worker restored to good health 
and back on the payroll again as 
soon as possible. 

After the “meal ticket” is in- 
sured, then let’s consider the fam- 
ily needs and provide them in- 
telligently, according to the gen- 
erosity of the employer and the 
ability of the employee to pay his 
share of the cost. 

Hospital and surgical and med- 
ical expense insurance for the fam- 
ily is capable of meeting a great 
need, too. It makes it possible for 
the employee to budget and pre- 
pay his medical bills. And what a 
load that lifts from the mind of 
any thinking employee! It is the 
best insurance in the world against 
high cost production. Take away 
their real worries and most em- 
ployees will be relaxed and happy, 
competent and cooperative. 

In selling group insurance, we 
have a real job to do — a welfare 
job—a human relations job — 
an engineering job — a selling job. 
Let us equip ourselves to do it 
intelligently and faithfully. The 
keynote is “‘Meeting the Need.” 
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* Motorists in Maryland are 
being thoroughly familiar- 
ized with the state’s new 
motor vehicle safety re- 
sponsibility law 


Maryland Used Education 


N EXTENSIVE education pro- 
gram, utilizing all available 
media of public contact — the 
press, the radio, outdoor adver- 
tising and many others which will 
be described later — was em- 
ployed successfully to familiarize 
motorists with Maryland’s new 
motor vehicle safety responsibility 
law during the months before it 
became effective on January 1 of 
this year. The seal of public ap- 
proval has now been placed on 
this progressive law by a great 
majority of the citizens it affects. 
In a few words, this law has 
enough teeth in it to convince 
automobile owners and drivers 
that they would do well to be 
prepared for an accident. Should 
they become involved in an acci- 
dent, and find themselves unable 
to pay for the resultant damages 
within 60 days, they will lose 








By W. LEE ELGIN 
Commissioner of Motor Vehicles, 
State of Maryland 





their licenses. It is hoped that this 
statute will help to prevent acci- 
dents by making drivers more 
careful, but in any event it pro- 
vides means for the financial re- 
imbursement of innocent victims 
when accidents do occur. 

When the General Assembly of 
Maryland enacted the law and 
Governor Herbert R. O’Conor 
gave it his signature of approval, 
he stated that in the months be- 
tween its adoption and the date it 
was to take effect adequate steps 
must be taken to fully acquaint 
motorists — and all citizens — 
with its provisions. As commis- 
sioner of motor vehicles it became 
my responsibility to develop a 
program for thus educating the 
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public, and the purpose of this 
article is to tell how we did it for 
whatever value the information 
may have for other states. 

My first step was to select a 
committee of business executives 
to work along with me. It was the 
unanimous opinion of the com- 
mittee that I should retain an as- 
sistant to serve as public relations 
director for the duration of the 
educational program, and to do 
this job Elmer D. Free, a Baltimore 
writer and radio commentator, 
was engaged. The program was 
launched on last October 1 and 
continued with increasing empha- 
sis through the remainder of the 
year. 

On that date, A. Burton Metz- 
ger, chairman of the law enforce- 
ment committee of the Maryland 
Traffic Safety Commission, opened 
the program with a 15-minute 
state-wide radio talk in which he 
described the law-in detail. This 
was followed a few days later by 
a similar state-wide broadcast by 
Governor O’Conor, who gave his 
description of the statute. Im- 
mediately following the governor, 
three legal experts carried on a 
round table discussion of the .high- 
lights of the law. To attract the 
public’s attention to this broad- 
cast, advance news releases were 
sent to the press and paid adver- 
tisements appeared in several pub- 
lications. 
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The purpose of the program 
quickly attracted favorable atten- 
tion and early in the campaign 
a Baltimore manufacturer relin- 
quished his own radio time in my 
behalf so that I could discuss the 
law in a specially prepared form. 

The nine Maryland radio sta- 
tions were used consistently with 
spot announcements and talks of 
five and fifteen minutes. This time 
was liberally donated by the sta- 
tions. Radio stations in the ad- 
jacent states of Delaware and lower 
Pennsylvania, and the District of 
Columbia, whose motorists regu- 
larly use Maryland roads, gladly 
cooperated and furnished spot an- 
nouncement time at frequent in- 
tervals. Through personal contact 
we secured the contribution of 
valuable radio time from a large 
group of commercial time buyers. 
They, too, readily cooperated with 
us throughout the entire cam- 
paign. News and sports commen- 
tators were furnished press mate- 
rial regularly, and this proved an 
invaluable means of contact with 
many individuals who are hard to 
reach otherwise. 

Timely press releases were sent 
out weekly to every daily and 
weekly newspaper in the state. 
The same stories went to all of the 
state’s industrial organizations 
having employee publications. It 
was gratifying to receive copies of 
these house-organs, which were 
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sent to the Department of Motor 
Vehicles regularly to show that 
our material was being circulated. 
All of the feature writers of the 
newspapers throughout the state 
also made mention of the New 
Motor Vehicle Safety Responsi- 
bility Law in their columns. 

Maryland’s 
five outdoor ad- 
vertising com- 
panies donated 
a total of 150 
twenty-four 
sheet billboards. 
These display 
posters, which 
were furnished 
by the depart- 
ment, were 
given select po- 
sitions — where 
they could be 
readily seen by 
most of the 
state’s motor- 


ists. W. LEE ELGIN 


No less than 
800,000 small 
pamphlets, explaining in simple, 
concise language provisions of the 
statute, were printed and dis- 
tributed through every conceiva- 
ble channel. Approximately 400,- 
000 of these pamphlets reached 
all of the employees of 289 manu- 
facturers, railroads, public utilities 
and wholesale and retail organiza- 
tions. A letter to this group ex- 





. this law has teeth in it 
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plaining our mission brought im- 
mediate response and assurance 
that the booklets would be handed 
out at the time the employees 
were given their pay checks. The 
employees of the Department of 
Motor Vehicles took advantage of 
every opportunity to distribute the 
pamphlets to 
everyone enter- 
ing the build- 
ing. 

Every hotel, 
bank and all of 
Maryland’s 23 
county court- 
houses, in addi- 
tion to city, 
state and county 
police depart- 
ments, were 
well supplied 
with the pam- 
phlets and did 
an excellent dis- 
tribution job. 
Display posters, 
calling attention 
to the pam- 
phlets, were furnished and posted 
in these public places to create 
sufficient interest to get the ma- 
terial into everybody’s hands. 

Maryland’s gasoline and oil sta- 
tions were amply supplied with the 
pamphlets, and also with display 
cards advertising the law. And the 
station attendants saw to it that 
their customers would be ready for 
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the law when it went into effect. 

Schools and colleges proved a 
valuable point of contact and an 
excellent way to disseminate in- 
formation about the new law. 
Through the interested efforts of 
the teachers, thousands of the 
pamphlets reached Maryland 
homes. College and high school 
heads invited speakers to describe 
the new law to their students. In 
many imstances an open forum 
immediately followed these talks. 
Civic, fraternal and war veteran 
organizations took an active part 
in centering public attention on 
the statute. Speakers were invited 
to appear at regular meetings 
of these groups and invariably the 
stamp of approval was unanimous 
for the law. 

The Advertising Club of Balti- 
more, one of the city’s leading 
civic organizations, designated 
Wednesday, December 12, as 
“Motor Vehicle Safety Responsi- 
bility Day.” The occasion was 
given state-wide publicity and 700 
persons attended that weekly 
luncheon. It was my pleasure to 
be the guest speaker at that affair. 
A variety of important guests, con- 
sisting of newspaper Officials, state 
department heads, manufacturers 
and retail merchants, joined me at 
the head table. To add the right 
color and bring out the importance 
of the meeting, uniformed city 
and state police were stationed at 
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the entrance of the hotel’s ball- 
room. These men directed the 
luncheon patrons to their tables 
and distributed pamphlets to those 
in attendance. 

Another important part of the 
educational program was effec- 
tively carried out by the Baltimore 
Transit Company and the Chesa- 
peake & Potomac Telephone Com- 
pany. The Transit Company do- 
nated space on the fronts of 600 
of its trolley cars for posters that 
announced the coming of the new 
law and the date it would go into 
effect. It also directed the public 
to write the Department of Motor 
Vehicles for a pamphlet. In addi- 
tion to the car signs, the company 
published an article in its “Trolley 
News,” which were placed in cars 
for free distribution to riders. 

The telephone company not 
alone distributed pamphlets to all 
of its employees, they also pub- 
lished one of our press releases in 
“The Call,” a booklet that is dis- 
tributed to more than 325,000 
subscribers with monthly phone 
bills. The company’s safety engi- 
neer sent a personal letter to all 
employees stressing the highlights 
of the law and how it would affect 
them individually. 

Show window displays proved 
a most effective way of calling the 
public’s attention to the new mo- 
tor vehicle safety responsibility 
law. With the help of the Mary- 
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land State Police, window displays 
were arranged in busy shopping 
districts in cities and towns 
throughout the state. Mannikins 
were fitted with state police uni- 
forms to carry out the theme of the 
display material. In practically 
every instance the store owners 
paid for theelab- 
orate decora- 
tions, all of which 
quickly attracted 
attention. All 
stores were given 
an ample num- 
ber of pamphlets 
for distribution 
in conjunction 
with the display. 
One of the most 
outstanding of 
the window dec- 
orations was 
done by the 
Enoch Pratt Free 
Library. 

To keep a pic- 
ture record of all 
events, a pho- 
tographer was 
engaged to photograph all effec- 
tive publicity ideas. Some of these 
were released to the newspapers 
and others were made for our 
permanent records. 

To keep in constant touch with 
newspapers, radio stations and po- 
lice departments, Mr. Free made 
weekly trips to various parts of the 
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Director of Publicity, Motor Vehicle Safety 
Responsibility Educational Campaign 
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state, checking up on the progress 
of the campaign. With police co- 
operation, motorists were stopped 
at numerous locations and ques- 
tioned about the effectiveness of 
the Department of Motor Vehi- 
cle’s campaign in bringing the law 
to their attention. On these trips a 
schedule of 
speaking engage- 
ments was 
booked for mem- 
bers of our state- 
wide speakers’ 
committee. 

Experience 
has now con- 
vinced me that 
a personal letter 
of thanks, sent 
to every person 
who in some 
manner helped 
with the success 
of the campaign, 
went a long way 
to bring about 
a happy conclu- 
sion. Approx- 
imately 600 of 
these individually typed messages 
were mailed, and the recipients 
were thus made to feel that they 
had been recognized for their 
cooperation in the publicity cam- 
paign. 

In conclusion, the Department 
of Motor Vehicles plans to con- 
tinue to keep the public well in- 
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A large display sign over the entrance of the Maryland Department of 
Motor Vehicles , , 


formed by sending out press re- having to do with the progress | 
leases which will give monthly of Maryland’s new Safety Finan- 
statistics and other information cial Responsibility Law. 

















7-ludbackde 


FROM THE JOURNAL 





Six Years -Ago 


[t would be impossible to speak of the social aspect of insurance without men- 
tioning both compensation and automobile insurance. Probably the first type 
of casualty insurance was employers’ liability which finally developed into work- 
men’s compensation insurance. We have had long years of experience and have 
developed and perfected it to a greater extent than most branches of the casualty 
field. It is in fact as well as in theory social insurance. — Louis H. Pink. 


Four Years ~A go 


Millions and billions don’t mean much any more. But to Mr. Employer, a dol- 
lar is still a dollar. Otherwise, he just doesn’t stay in business. Consequently, 
industry is interested in the losses suffered through employee illness and occupa- 
tional disease. Those losses might well mean the difference between being in 
business and being in bankruptcy. Accidents are depriving our industries of 
about 1% billion man-hours each year. But the American College of Physicians 
and Surgeons tells us that lost time from illness is seven’ times greater than the 
time loss from work accidents! If this is true, then a health program in industry 
should certainly be at least as important as a safety program, the more so since 
ill health is frequently associated with accidents. — John F. McMahon. 


Two Years Ago 


Rapid Progress: Fidelity is probably the fastest-growing line that we have today 
of a permanent character. More fidelity has been sold in the last three years to 
concerns who never carried fidelity before than in the previous fifteen years, 
and those bonds will continue to be carried. Blanket fidelity premium volume is 
now approaching the amount of premiums written on bankers blanket bonds. — 
Walter J. Nichols. 
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. . » ACCIDENT 


Looks Bad. Animals are becoming more 
vindictive of late; this is the third in- 
stance of this type of occurrence in a few 
short months. First duck shoots hunter, 
then deer wrestles with one, and now 
puppy shoots mistress. It was an accident, 
of course — the pup knocked a pistol off 
a stool, firing a shot into the girl’s hand. 
Or is man losing the upper hand in this 
postwar world? (Baltimore, Md.) .. . 
Hot Seat. At least one man has acquired 
a healthy respect for electricity — and 
probably a firm belief in providence! His 
car hit a utility power pole and a trans- 
former hit the car roof. For three hours 
he sat gingerly still while 4800 volts shot 
through the metal body of the auto- 
mobile. He was rescued suffering from 
a fractured jaw and injured head, but 
no sign of shock — from the electricity, 
at any rate (Detroit, Mich.). 
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. . . AUTOMOBILE 


Surprised? If anyone asked you what, in 
your opinion, were the safest vehicles in 
metropolitan New York, you might 
venture to mention an ambulance or 
possibly an armored car. However, awards 
bestowed by the National Safety Council 
last February conferred that title upon 
(among others) a meat truck, a tank 
truck, a newspaper delivery truck — and 
a hearse! (New York City). 


. .. BURGLARY AND THEFT 


Coming Or Going? Two thugs followed 
the girl out of a bank and into an office 
building, where they snatched her purse 
and ran. They were doomed to disappoint- 
ment, however; instead of making a pay- 
roll withdrawal, as they had hoped, she 
had just deposited $1,600 for her em- 
ployers! (New York City). ... The 
Easy Way. The burglars who robbed one 
store practically found a welcome mat on 
the doorstep! It was a hardware store and 
there, thoughtfully displayed for sale, was 
a variety of tools well adapted to safe- 
cracking. Very little effort netted the 
thieves $3,500 worth of money and 
valuables (Nutley, N. J.). 


... FIRE 


Near Tragedy. This was almost a sad, sad 
tale. Right at the worst of the butter 
shortage, a truck carrying 2,100 pounds 
of the precious stuff caught fire. But the 
quick-thinking driver saved the day by 
dousing the blaze with 30 gallons of 
milk —a product less difficult to come 
by (Long Beach, Calif.). . . . Cat-tale. 
One cat-owner is fonder than ever of his 
pet, even if she did claw him nearly to 
bits. She succeeded in rousing him from a 
sound sleep to find the house afire. The 
man gratefully tucked pussy under one 
lacerated arm and made a hasty exit 
(Lebanon, Pa.). 





ae, be 


BL 
Bur 
pote 
Val 


wat 





me. 
: 
./ 
ee 


A Irrigation 


| THE NEWS IN PICTURES 


BACK TO WORK. After a four-year delay due to the war, 
work has been resumed on the giant telescope at Mt. 
Palomar Observatory, Calif. Here is a view of the observa- 
tory which will house the 200-inch lens. The dome, 
opened here, is 137 feet in diameter. 





BLUEPRINT STAGE. Plans like this, drafted by the U. S. IN THE MAKING. Contre Costa Canal, 
Bureau of Reclamation for the Chinese government, represent shown here, is the most nearly finished canal 
potential better living for 130-million Chinese in the Yangtse in the U. S. Bureau of Reclamation’s Central 
Valley. This dam, largest ever known, would keep back flood Valley project. Built to irrigate and electrify 
waters, giving the valley electricity and water for irrigation. many acres of California, it is 48 miles long. 












Sciences VW 


TECHNOLOGICAL QUIZ KID. Dr. J. W. Mauch- 
ley starts to solve a problem on the ENIAC, elec- 
tronic calculator of which he is co-inventor and 
consulting engineer. Complex differential and inte- 
gration problems can be solved in a few minutes. 
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SAFER ON IWO? Maybe his foot was pressing a little too hard THIS END UP? Fortunately this trailer truck HE V 
on the accelerator just before this happened, in his gladness to had no occupants when it nose-dived from the |{}oon, | 
get the old car out and open her up. A sudden skid, a crash, street into a cut at the New York Central freight tiss 
and the recently discharged veteran was dead. Here, a police- house in Cincinnati, O. Workmen here use dying 
man gazes at the twisted, wrecked automobile. planks to get the truck’s cab off the tracks. vice to 





A Automobile 


THE NEWS. 





NOT MUCH LEFT. A defective fireplace or a carelessly tossed cigarette is believed PUZZLER. Firemen at St. Jojph, Mc 
responsible for the fire which destroyed the curling rink of the Brookline, Mass., when they saw this fire rushing| pwn BI 
Country Club. Curling, for those who are thinking in terms of hair, is a sport in ing bridges in its path. They|inally 
which special stones “are hurled along ice toward a mark,” according to Webster. wreck 10 days earlier must Wt coaté 
This was said to be the oldest rink of its kind in the country. Either that, or there is a new sei tt weap 





HE VOICE.” Not the one that makes bobby-soxers 
yon, but one to make startled motorists take heed. 
rtiss White of Cleveland (pictured) aids police by 
dying trafic through his window and broadcasting 
vice to careless or reckless drivers in the street below. 


ILL-FATED. Even before it hit the road, this auto was in 
an accident! It was on display in a Hempstead, L. I., show- 
room when a passing sedan crashed through the window, 
ramming the new automobile and showering it with broken 
glass. Anyone want to buy one jinxed car? 


Peut URES 


St. Jopph, Mo., doubted their eyes 
ushing| bwn Blacksnake Creek, burn- 
They inally concluded that a train 
nust ie coated the water with oil. 
ew sel¢t weapon in our midst! 


Fire Vv 


GREMLINS AT WORK. This was a case of a jinx working overtime with a ven- 
geance! Four fires in one day swept through the Congress Hotel in Chicago, Ill., routing 
guests from their rooms and causing a good deal of damage. Here, firemen pick their 
way over the debris in the fifth floor hallway after the third, and most serious, of the 
fires, which killed one man and injured two women. 








DESTRUCTIVE SHOWER. A 100,000 gallon tor- 
rent of water and heavy chunks of ice poured into 
this home at Council Bluffs, Ia., when a 100-foot 
water tank collapsed and fell. Two children were 
killed and their mothers injured as a result. 


A Miscellaneous 
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QUITE A COMEDOWN. The Japanese battleship 
Nagato, part of the once-illustrious Imperial Navy, is 
being prepared to become a target in the atom bomb 
tests. Here part of the ship’s superstructure is being 
removed to allow room for a lookout platform. 


THE NEWS IN PICTURES 


ON THE NOSE! Believe it or not, no one was 
badly hurt in this crash after the plane’s engine 
gave out at 2,000 feet. However, firemen stand by 
while a wrecker removes the plane just in case stray 
gasoline should start a fire. 


Airplane 


CRASH LANDING. Parts of the United Airlines “plane 
which crashed last February, killing all 21 passengers, 
lie strewn across the snow on Elk Mountain near Laramie, 
Wyo. Rescuers with snowshoes and dog teams were 
needed to reach the smashed airliner. 
















* Spring is here and outdoor 
sports and recreations offer 
their allure—and dangers. 
Sell protection to your 
clients 





Springtime Sells Liability 


PRINGTIME SELLS personal li- 
S ability insurance — with the 
help, of course, of the wide-awake 
agent. This is the time to push the 
development of new comprehen- 
sive personal liability policies. 

Now, after a winter of endless 
snow-shoveling, trying to keep the 
furnace going and the car run- 
ning, your friends and neighbors 
are responding to the appeal of 
outdoor life, golf, fishing, bicycle 
trips, horseback riding and similar 
activities. In some cases, the out- 
door activities may not be more 
than new planting of flowers and 
trees, grading or otherwise fixing 
up the outside of the home 
grounds, painting, roofing, or 
other maintenance or repair work. 
Whatever it may be, this is the 
time when people are getting out- 
of-doors and “doing things.” 

Today, more than ever before, 
the comprehensive personal lia- 
bility policy can be aptly described 
as a personal activity contract. 








By HAROLD G. DONOVAN 





From the private residence policy 
of a few years ago, which dealt 
essentially with the insuring of 
public liability hazards associated 
with the ownership of property, 
today’s policy has developed into 
a broad contract protecting the 
insured and his family against any 
liability imposed upon him or 
them by law for damages arising 
out of personal activities. The 
“insured” is defined in the policy 
as (a) the named insured, (b) if 
residents of his household, his 
spouse, the relatives of either and 
any Other person under the age of 
21 in the care of an insured, and 
(c) with respect to animals and 
watercraft owned by the insured, 
any person or organization legally 
responsible therefor. Today’s pol- 
icy insures an individual in the 
same “personal” sense that an 
accident policy does, as distinct 














from the older conception which 
principally dealt with premises 
coverage. 

Premises liability, sports liabil- 
ity, employers’ liability, dog liabil- 
ity, saddle animal liability, bicycle 
liability and other classes of liabil- 
ity which may flow from our per- 
sonal undertakings and which for- 
merly were treated as separate 
elements of risk are today com- 
bined into one policy. Comprehen- 
sive” personal liability insurance 
is primarily insurance of personal 
activities. With the coming of 
Spring, the activities which were 
put aside last fall are picked up 
again with perhaps new ones. At 
this time of the year, one feels par- 
ticularly the need of accident in- 
surance to cover injuries to himself. 
He should think also of insurance 
to cover accidents to others for 
whose injuries he may be responsi- 
ble. 

A judge in a 1933 Canadian 
case, when affirming an award of 
damages said, “In some ways, 
playing a golf ball where others 
are about is more dangerous than 
firing a gun or throwing a stone, 
since one is likely to have more 
control over the direction of a 
thrown stone and the direction of 
a gun shot than of a golf ball.” 
The writer is one of those to 


whom the judge’s remarks are 
particularly pertinent for he would 
be more confident of being able to 
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throw a stone straight than of hit- 
ting a golf ball straight. Truly that 
is an element of risk, even with 
those who possess more confidence 
in their ability as golfers. 

The foregoing is not intended to 
imply that a golfer is entirely re- 
ponsible for the safety of other 
persons on and off the golf course. 
Decisions in respect to golfers’ 
liability which have gone as high 
as a court of record are not 
numerous. Such decisions, how- 
ever, hold that a golfer is required 
to exercise ordinary care under 
the circumstances, and that when 
participating in games, as in other 
transactions of life, a person must 
refrain from doing what a reason- 
able person would not do. 

If, therefore, in a game of golf, 
your ball or your club hits your 
partner or your opponent or a 
member of the foursome ahead, 
you may not be responsible for his 
injury. On the other hand, there is 
always the possibility you might 
be. The one who is accidentally 
injured may accept your apologies 
with good grace. Still he might feel 
that you ought to do something 
more, e.g., dig down and pay the 
doctors’ and hospital bills, even 
pay compensatory damages. The 
occurrence may not be pleasant 
to the one injured, but the conse- 
quences can be just as unpleasant 
to you. That is, unless you have 
insurance as provided in a compre- 
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hensive personal liability policy. 

This policy will, within the lim- 
its of liability specified, “pay on 
behalf of the insured, all sums 
which the insured shall become 
obligated to pay by reason of the 
liability imposed upon him by law 
for damages” and “pay to or for 
each person 
who _ sustains 
bodily injury, 
the reasonable 
expense of nec- 
essary medical, 
surgical, ambu- 
lance, hospital, 
professional 
nursing and fu- 
neral services.” 
Yes, this policy, 
as a conse- 
quence of a re- 
cent change, 
now affords 
“medical pay- 
ments” cover- 
age away from 
the premises as 
well as on the 
premises in ad- 
dition to liability coverage, with- 
out any increase in the premium. 

The “medical payments” cov- 
erage becomes a valuable element 
of the policy in relation to the 
sports activities of an_ insured. 
When an insured engages in a 
sport for pleasure, he is more 
likely to feel a moral responsibility 
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. . consider the essential personal character 
of the coverage 
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for an injury he may have caused, 
even though he was reasonably 
cautious and was, therefore, not 
negligent. Medical payments do 
not depend on legal grounds. They 
depend solely on an injury which, 
caused by accident, may be traced 
back to something the insured did, 
or should have 
done but failed 
to do. “Medi- 
cal payments” 
coverage will 
settle many 
cases to the sat- 
isfaction of all 
parties before 
law suits and 
other legal rem- 
edies are even 
thought of. 
Settlements 
promptly re- 
store peace of 
mind to claim- 
ant and to in- 
sured alike. 

An especially 
important fea- 
ture of the new 
comprehensive personal liability 
policy is that the term “insured” 
includes not only the named in- 
sured but also, if residents of his 
household, his spouse, the relatives 
of either, and any person under 
the age of 21 in the care of an 
insured. The policy is therefore, 
in every sense of the word, a family 
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affair, protecting against the acts 
of the children as well as those of 
the parents. Not only does this 
maintain the “personal” charac- 
ter of the policy but, more im- 
portant, it makes the policy apply 
where sports activities are more 
pronounced — that is, in the case 
of children. 

As in the case of sports activities, 
the many things that may be done 
in fixing up the home at this time 
of year are also important in 
emphasizing the need for compre- 
hensive personal liability insur- 
ance. The home-owner may be 
using his regular employees, 
whether full-time out servants or 
part-time handy-men, to perform 
unusual and special jobs. Some of 
this work may be extra hazardous 
because of the infrequent occasions 
upon which it is performed. Spe- 
cialists such as painters, roofers, 
cement workers and landscapers 
are being hired for particular types 
of work. The increased activity 
on both old and new work makes 
the purchase of insurance im- 
perative. 

Every artisan or workman that 
may be hired to do work around 


the insured’s premises, if injured, . 


is a possible claimant. The insured 
owes a very real and direct obliga- 
tion to everyone employed by 
him. Although the insured may 
not know of, and therefore not be 
responsible for, the hazards pecu- 
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liar to the workman’s trade, he is 
required to see that his premises 
constitute a safe place to work and 
to be sure that any tools he may 
furnish are safe to use. The dec- 
orator who paints his house, the 
nurseryman who puts in some 
shrubs or trees, the young lad who 
mows his lawn are all possible 
claimants. If injured on his prem- 
ises, they may be able to affirm 
good and substantial claims for 
damages. 

While on this particular subject, 
it should be pointed out that the 
comprehensive personal liability 
policy does not apply as respects 
any employee for whom there is 
an obligation under any work- 
men’s compensation law. If an 
employment is within the provi- 
sions of a workmen’s compensa- 
tion law, then the appropriate 
course to follow is to sell a work- 
men’s compensation policy. It is 
not practical to cover in this article 
the inclusions and exclusions of the 
various compensation laws as re- 
spects employments of the charac- 
ter referred to. The agent is fully 
familiar with the situation as re- 
spects the law of his own state. 

One difficult question in the 
treatment of claims under the 
older types of residence policy was 
the determination of whether an 
injured workman was an “inde- 
pendent contractor” or an “em- 
ployee,” owing to the distinction 
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between liability to the public and 
liability to employees. In the new 
comprehensive personal liability 
policy, that distinction has been 
eliminated. The “liability” cov- 
erage and the “medical payments” 
coverage are each applicable to 
workmen regardless of the basis 
upon which they may be em- 
ployed. In actual suit, the distinc- 
tion may re-appear in the de- 
termination of negligence or dam- 
ages but not of coverage—a 
problem of the insurance company 
and not of the policyholder. 

If you as an agent know people 
who have now put away the coal 
shovel for the dirt shovel, who 
have passed from the planning 
stage to the planting stage, who 
now, after reaching home, put on 
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golf shoes instead of slippers, who 
are more interested in sand on the 
beaches than in sand on their 
front walk, in short, people who 
are out and “doing things,’ now 
is the time to emphasize to them 
the benefits of comprehensive per- 
sonal liability insurance. 

The purpose of this article has 
been to point out the timeliness 
of comprehensive personal liabil- 
ity sales at this season of the year 
and to consider the essential “‘per- 
sonal” character of the coverage. 
As a consequence, the delineation 
here of the coverages afforded by 
the policy are neither complete 
nor exact. We would recommend 
a review of the contract itself, in 
order to become familiar with the 
complete scope of the coverage. 
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“* That reminds me! I spent the premium money on a new hat.” 
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> WEST COAST RESIDENT 
FILED SUIT AGAINST A THEATER 
FoR $20,000, CLAIMING HE 
SUFFERED A HEART ATTACK As 
“THE RESULT OF HIS MOUNTING 
ANGER WHILE VIEWING 9 PicTuRE! 
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ENTER BE 
DESPISED FOR 
PNXIOUS 

PREHENS! 
CHAN RUINED 
_ By TOO CONFIDENT 
33 SECURITY ! 























BX DARE-DEVIL PLUNGED 
SAFELY OVER NIAGARA FALLS 
IN A BARREL —~ BUT A FEW 
YEARS LATER HE SLIPPED ON 
& BANANA PEEL Ano 
BROKE HIS NECK ! 



























> GEORGE WASHINGTON 
Z\NROTE TO A LONDON MERCHANT] 
ON “THE OTHER SIDE IS AN INVOICE 
OF SOME GOODS WHICH I BEG You 
“YO SEND ME BY “THE FIRST SHIP. 
LET THEM BE /NSURED.... PND 
IN CASE OF ACCIDENT, RESHIPPED WritourT] 
DELAY !* 
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fe Prorir 
MOTIVE 1S THE 

MOTIVE OF 
PROGRESS .. “Te 
DRIVING LiRGE 
WHICH IMPELS US 
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B CHATTANOOGA RESIDENT 
CALCULATED THAT HE WAS LITERALLY 
STUNG FoR $10,000 ! HE ASKED THAT 
AMOUNT OF A RAILROAD, CLAIMING 
HE SUFFERED PERMANENT INJURIES 
FROM OVER 100 STINGS BY BEES 
WHICH ESCAPED WHILE IN SHIPMENT ! 
































* The author points out nine 
things an insurance agent 
should avoid doing as well 
as nine “musts” 


What the Buyer Wants 


HE INSURANCE SALESMAN’S du- 
"Tie and responsibilities are 
many and varied. For the insur- 
ance company, he should investi- 
gate the “risk”, make a study of 
the hazards involved, offer sugges- 
tions in ways to eliminate or de- 
crease hazards. For the assured, 
he should present his client’s case 
in a manner to assure the lowest 
possible rate or cost and recom- 
mend the form that will give the 
best possible coverage against loss. 
He should counsel with his client 
to the end that the proper amount 
of coverage is purchased commen- 
surate with the value of the prop- 
erty to be insured as well as the 
public liabilities involved and in- 
spect the property from time to 
time during the policy term to see 
that conditions have not changed. 
Should changes occur, he should 
recommend corresponding changes 
in the coverages. 

The agent should, when neces- 
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sary, look into the possibility of 
tailor-made coverages. He should 
use care not to continue the use of 
out-moded, so-called standard con- 
tracts when changes should be 
made to provide a proper cover- 
age for his insurance buyer. In 
other words, an agent should be 
resourceful in recommending what- 
ever, in his opinion, after thor- 
oughly acquainting himself with 
the risks involved, is the best pro- 
tection available for his client. 
The agent should, of course, 
give guidance and advice in event 
of loss — to the end that the as- 
sured will be able to file his claim 
promptly and properly according 
to the provisions of his policy. After 
the claim is properly prepared, the 
agent should see to it that it is 
promptly handled by the claim 
department, and payment for the 
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loss or damage made to the policy- 
holder. A claim should be paid in 
the same prompt manner that pay- 
ment for the premium is expected. 
A fair claim department is an 
invaluable asset to any progressive 
insurance broker. 

It seems to be the practice of 
some insurance agents to call on 
their clients only at the time of 
presenting the renewal policy and 
the bill for the premium. I don’t 
like to feel that the agent is such a 
stranger that he needs an introduc- 
tion on such occasions. There are 
obligations he has to his client that 
should bring them together more 
often than the anniversary of a 
policy; especially if it is a three- 
year policy. The agent should be 
on the alert for more complete 
coverages, reduced premiums, 
simpler forms of contract, or 
broader coverages. When any of 
these are available, they should be 
checked with the actual conditions 
and offered to the policy owner. 
Should this occur during the policy 
term, an endorsement and credit 
memorandum, or invoice, should 
be issued and full explanation 
made. If the change is such that it 


is impractical to correct a policy | 


by endorsement, the old one should 
be canceled pro-rata, and a new 
one issued. 

The best advertising an agent 
can get is the confidence of his 
clientele. Confidence is best gained 





when the agent has something 
really tangible to sell in the way 
of policy service and proper insur- 
ance coverage. This is especially 
true when an agent can solicit new 
business by writing better insur- 
ance coverages than a competitor, 
at a lower premium charge if pos- 
sible. It is not necessary in making 
such solicitations to review or ex- 
amine the policy forms then in 
force. Why be influenced by what 
the other insurance agent may 
have written into his policy? Start 
clean, without prejudices, analyze 
the risks to be covered, and work 
out the best contract you have 
available to offer. 

In handling the insurance pur- 
chases of a business concern, I 
would expect to consider the in- 
surance agent as a department of 
that organization. In this capacity, 
I would expect my insurance agent 
to avoid: 

1. Criticizing competitive insur- 
ance companies. 

2. Criticizing a competitive plan 
of insurance. Rather he should 
explain the differences. 

3. Criticizing a competitive insur- 
ance broker — or his agents. 

4. Giving the impression that rates 
are established by an arbitrary 
and unreasonable bureau alone, 
when they are established with- 
out discrimination, and as fairly 
as possible. 

. Forcing upon his client a form 


ui 











1946 











of insurance not fitted to his 
needs, since it is his business to 
know, and his duty to provide 
the best. 

. Conducting his business in any 
manner which would jeop- 
ardize the good name and 
integrity of his company. 

. Criticizing 
competitors 
in the indus- 
try. There 
are often 
friends in 
competitive 
businesses. 

. Attempting 
to take busi- 
ness from a 
competitor 
by deception 
or sharp 
practice. 

. Insisting on 
the inspec- 
tion of com- 
petitive pol- 
icies for pur- 
pose only of 
underquoting; especially if, in 
so doing, he omits some advan- 
tage to his prospect. 


Then, there are certain things 


an agent should do. He must — 


1. Have an excellent knowledge of 


his business. 


2. Know how to locate and recom- 


mend correct insurance needs. 


ul 
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. and, above ali, work 
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. Know how to select the proper 


forms of insurance. 


. Offer his proposals in a concise 


but comprehensive manner. 


. Be capable of continuously serv- 


icing the policies written. 


. Be willing to recommend 


changes unselfishly even though 
such recom- 
mendations 
(if they im- 
prove the 
coverage) re- 
duce his com- 
mission. 

. Inform his 
assured of 
the various 
provisions of 
his policy, in 
terms he can 
understand. 

8. Point out the 

intent and in- 

terpretation 

of all exclu- 

sions, so that 

his client has 

no cause at a 
later time to say: ““The big print 
gives it to me, and the little 
print takes it away.” 


—~ 


. Be ready and willing, in event 


of loss, to help the assured file 
a proper and acceptable claim. 


Finally, I think the insurance 


buyer expects the agent to handle 


renewals and revisions with fore- 
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The best advertising an agent can get is the confidence of his clientele 


sight, and profit by his experience ning, suggestion, explanation, ad- 
in handling the insurance business __ vice, and a liberal amount of per- 
of his client. This requires plan- severance — and, above all, work. 





Now is the time for action. If any man, however obscure, has anything 
better to suggest, let him come forward and state it; for we have all but 
one object — the common safety. — Xenophon. 

























¢ Agency failures indicate a 
disregard for the basic 
principles of business 


Know Your Agency—Financially 


, 


were 3,221 commercial and in- 


the 


r THE boom year of 1943 there 


dustrial failures in United 


States. In the depression year of 


1933 there were 20,307. How 
many of these insurance 
agencies we don’t know, but some 
insurance agencies failed. 

Agency failures are unnecessary 
and indicate a disregard for the 
basic principles of business. Cer- 
tainly they promote the worst 
kind of public relations. Here are 
a few pertinent questions: 


were 


1. How would you enjoy run- 
ning an agency in trustee- 
ship? 

2. How would you like to 
have your office, each June 
and December, infested 
with collectors? 

. Do you know where you’re 
at or are you “merely 
hopeful?” 

4. Do you hanker to be an 

“average” agent? 


Ww 
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5. Do you long to be a failure? 


But this is not a treatise on 
failure. It is a discussion of cer- 
tain basic principles of insurance 
agency accounts and accounting 
that promote success and self- 
respect. 

I know of no successful business 
— merchant or manufacturer — 
which doesn’t know at all times ex- 
actly where it stands financially. 
Because an insurance agent has no 
sizable investment in machinery 
and equipment and inventory, 
should he be less careful than 
those he serves? 

In 1910-11, while in college, I 
was exposed to a course in ac- 
counting and there I learned the 
fundamentals of debit and credit. 
I am not a bookkeeper nor am I 
an accountant, so I shall not at- 
tempt a technical dissertation on 















agency accounting systems. 
Rather, I shall set down here 
some of the proven methods 
which produce the desired results. 

It must, of course, be recognized 
that there are all kinds of insur- 
ance agencies: the one-man agency 
in the small town, the medium- 
sized agency in the cities, and the 
large agency in the metropolitan 
centers. An accounting system 
sufficient for the last named 
would be excess baggage for the 
first. But the basic facts are the 
same. 

What are these basic facts, or 
what do I want to know about my 
agency? 


a. How are we going? Are 
we going ahead in sales 
generally, or are we slip- 
ping? We know we can’t 
stand still. 

b. How fast are we going? Do 
we show rapid progress 
due to some one or two 
sizable lines or are we 
making steady and sub- 
stantial advancement? 

c. In what direction are we 
going? What lines are 


holding up and increasing? 
What lines are slipping 
and need special attention? 

d. Who is pulling the load? 
Or, which salesmen are 
producing and which ones 
are not? 
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e. What have we got? In other 
words, what are our assets? 
How’s our cash position? 
How current are our receiv- 
ables? 

f. What do we owe and when is 
it due? He who closes his 
mind to his payables, forgets 
that it’s just as important to 
pay when due as it is to sell 
the business. 


These, then are the facts a suc- 
cessful agency must have. Any 
agent who puts his head in the 
sand has as much chance of suc- 
cess as the proverbial snowball. 

What kind of a system is needed 
to produce these facts? First, it 
should be as simple as possible. 
Second, it must comprise the ele- 
mental books, viz: cash book, gen- 
eral ledger, (four main divisions: 
assets, liabilities, income and dis- 
bursements); some form of ac- 
counts receivable ledger; and a 
journal. Whatever specific system 
you use, be sure and make it work 
for you— you haven’t time to 
work for it. 

Let’s briefly examine some of 
the reports that produce the neces- 
sary information: 





1. Daily sales report which indi- 
cates each day the dollar pro- 
duction of every salesman. 

2. Daily cash report which states 
the exact bank balance every 
morning after the deposit. 
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Monthly balance sheet should 
be a clean-cut statement of as- 
sets and liabilities as of the end 
of each month. Accounts re- 
ceivable should be aged monthly 


for collection follow-up. 


. Monthly profit and loss state- 


ment. We don’t believe in doing 
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countant. This report consists of 
a careful check of all assets, and 
it includes a verification of both 
receivables and payables. And, 
of course, it contains an annual 
profit and loss statement. * 

Reserve accounts play quite an 





business at a 
loss, so this 
statement tells 
us how much 
we made dur- 
ing the pre- 
ceding month. 
It tells us our 
commissions 
by type of in- 
surance. (Our 
expenses are 
pretty much 
in line with 
those indicated 
by the Nation- 
al Association 
survey, except 
the rent item 
and this we 
can’t change 


unless we take inferior quarters.) 
5. Monthly business summary. 
This statement gives total writ- 
ings for each company and for 
each kind of insurance for the 
month and for the year to date 
of report. Thus we know ex- 
actly what we’re selling, how 
much and for what companies. 
6. Annual Audit by a public ac- 
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. not a treatise on failure 


isons are made. 








important part in agency account- 


ing. Certainly 
they should be 
used where 
necessary. Our 
agency has 
three of them: 
(a) Reserve for 
Bad Debts. This 
should be an es- 
timated figure 
sufficient in size 
to take care of 
possible losses 
and it should 
be based on the 
experience of 
each individual 
agency. (b) 
Furniture and 
Fixture Re- 
serve. This 


should be set up monthly and 
should be in accordance with the 
rulings of the Internal Revenue 
Department. (c) Reserve for Lease- 
hold Improvements. Originally, 
this should be set up at the cost of 
the improvements and should be 


* Norte: Reports 3, 4 and 5 are filed in 
loose-leaf binders and frequent compar- 
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amortized monthly during the life 
of the lease. These are the three 
reserve accounts our agency carries. 

There are two other reserve ac- 
counts which deserve mention. (1) 
Income Tax Reserve should nor- 
mally be set up monthly, or tax 

















“Nothing helps a business like tending to it’ 


notes should be purchased at least 
quarterly, thus paying income 
taxes currently. We prefer the lat- 
ter method. (2) Unearned Com- 
mission Reserve is important when 
an agency is operating on a very 
narrow margin, or when it is writ- 



















1946 


ing one or more large target risks, 
the loss of which would materially 
affect its income. 

After using the “hunt and pick” 
method, and after years of study, 
we now do it this way. Policy writ- 
ers make duplicate invoices which 
are serially numbered. The origi- 
nal goes with the policy. The 
duplicate is used for posting to 
accounts current and to individual 
ledgers, the monthly statement 
being made at the same time post- 
ing is done on accounts receivable. 
When the posting has been done, 
the duplicate invoices are filed 
numerically in post binders, and 
thus are always readily accessible. 
A group of invoices — one day’s 
business or several days’ —is 
posted to the company accounts 
current and the same group of in- 
voices to the customers accounts 
receivable. The total of the post- 
ings to the companies and cus- 
tomers accounts must balance. 
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Proof sheets are kept of all ma- 
chine postings, thus providing an 
easy check for errors. Our copy 
of the company account current 
serves as a policy register. We use 
a bookkeeping machine for all 
postings to accounts current and 
to individual ledgers. 

No claim is made that ours is 
the best system. But it fits our 
agency; it is accurate; it produces 
the facts we want, and it is backed 
up by a Form B, 3-D policy. 

What is an insurance agency? 
It is a distributionship of insurance 
in the American way and thus is 
charged with the public interest. 
Slip-shod and slap-happy methods 
are out. To command respect from 
others, we must have self-respect, 
and to have self-respect, we must 
know our own business. Personal 
integrity and civic interest are 
fundamental. We must never for- 
get that “nothing helps a business 
like tending to it.” 


Sharing Losses 


In order to “‘insure”’ against losses by sharing them, ten (say) 
Chinese merchants would unload their cargoes above the 
rapids of the Yangtze; each would place one-tenth of his 
wares in each of ten bottoms; and then the merchandise that 


survived would be reloaded after the rapids were “shot.” 








Court “Decisions XV 
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Liability of Storekeeper — A man with 
faulty vision, while passing in front of a 
drug store, was injured when he collided 
with an open sidewalk door used by the 
store for receiving deliveries. The doors 
had been left open and unguarded for at 
least 15 minutes and the opening was in 
the shadow of an awning used to shade 
the store windows. A city ordinance re- 
quired storekeepers to keep such doors 
‘in good repair and safe.” The injured 
man brought suit against the store. Judg- 
ment was entered in his favor which 
was affirmed by the appellate court 
(Clawson v. Drug Company (Utah 
1945) 162 P. 2d 759.) 

+ A y 

Liability of Parking Lot Owner —A 
woman parked her car in a parking lot. 
Upon returning for the car, she waited 
while an employee brought the car from 
its position in the rear part of the lot. 
While walking toward the car, she fell 
and was injured when she stepped on the 
jagged edge of a gully which she did not 
see because the formation of the gully 
was such that the shade and shadows in 
the area presented a misleading image 
to the vision. She sued and her case 
was dismissed by the trial court, but 
the appellate court reversed the judg- 
ment (Smith v. Swann (Georgia 1945) 
35 S. E. 2d 787.) 





Liability of Innkeeper — After retiring, 
a guest in a hotel heard the water drip- 
ping from a faucet in the bathroom. He 
arose, went to the bathtub, and, while 
attempting to shut off the hot water 
faucet, sustained a half-inch wound in 
his left hand when the procelain handle 
of the faucet crushed in his hand. In his 
suit against the hotel to recover for his 
injury, the trial court rendered judg- 
ment in his favor, which was affirmed on 
appeal (Hotel Richmond, Inc. v. Wil- 
kinson (Georgia 1945) 35 S. E. 2d 536.) 


i 


Liability of Contractor — A dairy com- 
pany engaged a contractor to remove a 
platform and a brick wall which ad- 
joined railroad land and to build a new 
wall. The railroad land was commonly 
used by pedestrians for passage. An 11 
year old schoolboy, while gathering 
wood which the contractor’s workmen 
had -left on the railroad tracks, was in- 
jured when the wall fell on him. The 
boy sued the contractor for damage and 
the trial court found that the contractor 
had not taken proper precautions while 
performing the work and rendered 
judgment in the boy’s favor. This judg- 
ment was affirmed on appeal (Lewis v. 
I, M. Shapiro Co., Inc. (Connecticut 
1945) 44 A. 2d 124.) 
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N OUR APRIL ISSUE, following the habit of 
| previous years, we printed a number of 
the questions and composite answers of the 
C.P.C.U. examinations held last. year. In 
this issue we print more of these from 
Part II, dealing with “General Education.” 
If our readers find them helpful and will let 





us know, we will be glad to print the re- 
maining parts in future issues of THE 
JOURNAL 
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Questions 


Q. Persons in the insurance business 
have indicated an interest in the study 
of political economy in order that they 
may be better informed on develop- 
ments that affect the system of free en- 
terprise. 

(a) Describe briefly the distinguish- 
ing characteristics of an economic sys- 
tem of “free enterprise.” 

(b) Outline, with reasons, what you 
consider to be the proper functions of 
government in a society that has the 
characteristics you mentioned in your 
answer to part (a). 


A. (a) The characteristics of a free 
enterprise system are not absolute, but 
generally the institution of private property 
is protected and the instrumentalities of 
production are privately owned and con- 
trolled. (Of course some property is 
owned by Government to facilitate the 
discharge of government responsibili- 
ties.) Individuals have the greatest pos- 
sible freedom, consonant with the public 
interest, to enter into contracts and to 
exercise their own initiative and judgment in 
the conduct of business or private enter- 
prise. Under such a system, commonl 
referred to as “capitalistic,” private proft 
is permitted and the profit motive is re- 
garded as the spark plug that spurs men 
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Answers 


to action and keeps the wheels of prog- 
ress in motion. Prices are established by 
relatively free competition among enter- 
prisers and provide a standard by which 
economic achievement can be measured 
and goods and services exchanged. 

(b) Under an economic system of 
“free enterprise,” it is the function of 
government to remove obstacles to the 
flow of competition and to protect citi- 
zens against foreign aggression and 
against violence, fraud and disorder 
within the territorial limits of the na- 
tion. A system of “‘free enterprise”? im- 
plies freedom from government inter- 
ference and regimentation, but when 
necessary it also involves the suppression 
by governmental action of deception and 
unfair methods of competition. Monopo- 
lies, contracts and agreements in re- 
straint of trade should be forbidden, 
since collapse of free enterprise can as 
surely result from the machinations and 
designs of unscrupulous competitors as 
from unwarranted interference by gov- 
ernment itself. 

In order that the system of free enter- 
prise may attain its fullest development, 
it is essential that government collect 
and disseminate information for the 
benefit of citizens engaged in business 
and industry. Government must also 
provide many of the facilities which are 
indispensable to the conduct of business 
in a well-ordered society. Thus, govern- 














ment must record deeds and register 
wills. It must, through its legislative 
bodies, make the rules under which men 
in a free society deal with one another, 
and it must provide a system of adminis- 
tration and courts to see that these rules 
are fairly interpreted and carried into 
effect. 

It is a function of government, even 
in a free society, to regulate private en- 
terprise in the interests of public health, 
safety, morals, conveniencé and welfare. 
Where public utilities are privately 
owned and operated, government regu- 
lation of rates and services in the public 
interest is essential. 

In short, it is the function of govern- 
ment to effect the best possible balance 
between the interests of individuals who 
make up society and the general well- 
being of society as a whole. 


Q. In discussions about the “pro- 
ductivity of labor” there are frequent 
statements to the effect that one kind 
of employment is more productive 
than another. 

Explain briefly the standards you 
would apply under a system of private 
capitalism in order to determine the 
productivity of: 

(1) property and casualty insurance 
as an institution, 

(2) agents and brokers engaged in 
the business. 


A. (a) In the determination of the 
productivity of any economic activity 
under a system of private capitalism it 
will be helpful first to explain what is 
meant by production. Thus we may de- 
fine production as the creation of the 
qualities of goods, or the performance of 
services, that make possible the satisfac- 
tion of human wants. In the creation of 
these qualities or the performance of 
services at least five different utilities 
may be identified. Each of these may be 
explained briefly as follows: 

(1) Form utility, which includes all the 
efforts and processes necessary to change 
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the form of a substance or article, such 
as making wheat into flour. 

(2) Place utility has to do with the 
transfer of goods from one place to an- 
other, such as the transportation of wheat 
from Chicago to Buffalo. 

(3) Time utility is the holding or 
storing of commodities until a later date, 
such as placing wheat in a warehouse in 
September and storing it until the fol- 
lowing May. 

(4) Possession utility deals with the 
processes of exchange and those activi- 
ties that enable one to acquire possession. 
An illustration would be the financing of 
the purchase of a carload of wheat. 

(5) Service utility pertains to those ef- 
forts and performances that satisfy wants 
but the wants are other than tangible 
commodities. An illustration would be 
the legal services necessary to make sure 
that the owner’s rights were protected 
while he was storing wheat in a ware- 
house. (Many economists classify the 
activities of the insurance business as 
service utilities.) 

In supplying the need for protection 
through the transfer, distribution, and 
absorption of many of the risks of private 
enterprise the institution of property and 
casualty insurance not only performs a 
service utility but it also creates other 
utilities when it engages in the preven- 
tion of loss, invests funds in productive 
goods, etc. Therefore in order to test the 
productivity of the institution it would 
be necessary to know the extent to which 
it performed or facilitated each of the 
utilities described above. 

(b) From the statements made in the 
answer to (a) of this question it should be 
clear that the productivity of the agents 
and brokers who serve private enter- 
prise, by advising clients about proper 
insurance coverage, finding the needed 
protection, and negotiating the con- 
tracts, should be tested in the same gen- 
eral manner, i.e., to what extent do they 
create time, place, form, possession and 
service utilities? 


Q. “In its desire to provide op- 
portunities for returning war veterans, 
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Congress should be careful not to 
adopt legislation that may have the 
incidental effect of causing a disparity 
between agricultural and industrial 
prices.” 

(a) Explain what is meant by the 
disparity between agricultural and in- 
dustrial prices, and indicate at least 
two ways to measure its extent. 

(b) What previous land policies of 
the Federal and State Governments 
have contributed to this disparity? 


A. (a) The disparity between agricul- 
tural and industrial prices refers to the 
inequality in purchasing power obtained 
by the farmer and the industrialist for 
goods and services they each produce. 
One way to measure this disparity is to 
establish price norms, for agricultural 
products sold by farmers, and non- 
agricultural products purchased by 
farmers and then through index num- 
bers contrast the deviations of the agri- 
cultural and non-agricultural prices. 
A second way to measure the dispar- 
ity is to determine the spread between 
costs of production and selling -price 
of the product of the industrialist, and 
likewise for the farmer,.then contrast 
the changes in the net income of the two, 
again through the use of index num- 
bers. Another method, with fewer re- 
finements, would be to contrast over a 
period of years the per capita distribu- 
tion of national income for agricultural 
and industrial workers. (Practical dif- 
ficulties place limitations on the 100 per- 
cent accuracy of any of these measures.) 

(b) In the early history of this country, 
the public domain was sold by the states 
and by the Federal Government for the 


rimary purpose of securing revenue. . 


n the early 1860’s, Congress passed a 
Homestead Law which provided for 
free distribution of public lands on an 
extensive scale. States also leased or sold 
at nominal prices thousands of acres of 
farm land during the last half of the 
nineteenth century and the early part of 
the twentieth. Thus the cheap and free 
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land policies encouraged extensive in- 
stead of scientific farming and in the end 
populated a large amount of submar- 
ginal land where farmers by the thou- 
sands have been forced to an unsatisfac- 
tory scale of living. 

Although for temporary periods vari- 
ous irrigation, reclamation, and soil 
conservation policies (usually state) may 
have lessened the disparity between agri- 
cultural and industrial prices, neverthe- 
less in the long run they have often 
contributed to the disparity by encour- 
aging an overabundant production of a 
commodity. 

Then, too, subsidies (strictly speaking 
these are agricultural and not land poli- 
cies) have extended protection to farmers 
and have been responsible for keeping 
submarginal land under cultivation. 


Q. Wage earners have complained 
that their “real wages” have declined 
even though they have been allowed a 
cost of living increase under the “‘Lit- 
tle Steel” formula. 

(a) Explain what is meant by “real 
wages.” How are changes in “real 
wages” usually measured? 

(b) Do you believe that it is infla- 
tionary to invariably grant wage earn- 
ers an increase in wages whenever the 
cost of living goes up? Explain. 


A. (a) “Real wages” are wages meas- 
ured in terms of goods and services 
which the worker receives in return for 
his efforts. Such wages are not to be con- 
fused with monetary wages which are 
measured in terms of the medium of ex- 
change without regard to purchasing 
power. Changes in real wages can be 
measured most effectively in terms of a 
cost of living index. Thus, some year 
should be selected as a standard or base 
year, and the items which make up the 
cost of living priced and weighted for 
that year. Then the monetary wages 
can be related to the cost of living index 
for that year and the result regarded’ as 
one hundred. In subsequent years mone- 
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tary wages as related to the cost of living 
index can be expressed as an index 
in terms of the base year. The variations 
that occur in this index from year to 
year measure the changes in real wages. 

(b) It zs inflationary to invariably 
grant wage earners an increase in wages 
whenever the cost of living goes up. 
This is true because wages constitute an 
important item in the costs of produc- 
tion, and as wages are increased the 
goods and services that are produced at 
increased costs will rise in price. If wages 
are again increased as prices of goods 
and services rise, it can be seen that the 
result is a dangerous inflationary spiral 
which may continue until general eco- 
nomic collapse results. 


Q. At the Bretton Woods Confer- 
ence a plan was proposed for an 
International Monetary Fund to sta- 
bilize foreign exchange rates. 

(a) Explain what is meant by (1) 
foreign exchange rates, (2) bills of 
exchange. 

(b) In the absence of tariff barriers 
and stabilization of foreign exchange 
rates, explain how the foreign trade of 
a country with a stabilized general 
price level will be affected by a 
declining general price level in a 
country with which it trades. 


A. (a) (1) Foreign exchange rates refer 
to the value of the currency of one coun- 
try expressed in terms of the currency 
of another country. For example, the 
British pound sterling may have a value 
of 4.8 U.S. dollars on June 6, 1945, and 
a value of 4.7 U. S. dollars on June 6, 
1946. This means that a British pound 
has the same purchasing power on June 
6, 1945, as $4.80 of U. S. money. and on 
Tune 6, 1946, only $4.70. 

(2) A bill of exchange is an order drawn 
by one party (an exporter) upon another 
(the importer), signed by the drawer, 
directing the person to whom it is ad- 
dressed to pay a certain sum of money 
to the bearer at a given time. 
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(b) If a country with a stabilized 
price level attempts to sell its products 
in a foreign country with a declining 
price level, soon it will discover that the 
lowered purchasing power of the im- 
porting country causes it to curtail for- 
eign buying. At the same time the prod- 
ucts of the country with the declining 
price level can be paid with increasing 
ease by the country with the stabilized 
price level. Therefore, the exports of the 
country with the declining price level 
will be stimulated concurrently with the 
discouragement of its imports. In com- 
petitive markets this soon will lead to a 
one-way trade movement. But if foreign 
trade is to enjoy any degree of per- 
manence it is a two-way proposition and 
in the long run exports and imports 
(visible plus invisible) of a country 
tend to balance; otherwise, it is either 
making gifts to other countries or it is 
receiving their gifts. 

Of course, in the absence of trade bar- 
riers, it would be expected that before 
the trade movement had become one- 
sided, the purchases by the country with 
the stabilized price level would stimu- 
late an upturn of the prices in the coun- 
try with the declining price level, or 
force a revision of the stabilized general 
price level in the other country, or both. 


Q. It is not a custom of the United 
States Senate to invoke the rule of 
‘Senatorial courtesy” with respect to 
a presidential nomination for a “‘Cabi- 
net” post. 

(a) Under what circumstances does 
the Senate use the rule of “Senatorial 
courtesy”? Explain. 

(b) Outline the general duties and 
functions of members of the Presi- 
dent’s Cabinet. 


A. (a) “Senatorial courtesy” refers 
to the support which members of the 
Senate give to a colleague who belongs 
to the President’s own party when an 
appointment is to be made to a Federal 
position within that colleague’s state. 














The Constitution prescribes that such an 
appointment is to be made by the 
President and with the advice and con- 
sent of the Senate; but whenever the 
President attempts to make an appoint- 
ment that is opposed by the majority 
party senator of the state involved he 
finds that consent of the Senate is pre- 
vented by operation of this custom of 
“Senatorial courtesy.” Therefore, in 
practice a nomination is either deter- 
mined by the majority party senator or 
senators of the state involved or must be 
acceptable to him or them. 

(b) Members of the President’s Cabi- 
net serve in a dual capacity. On the one 
hand, they have a collective responsi- 
bility to meet as the President directs 
and to advise and assist the President 
on matters of more than departmental 
importance. Such matters may be of 
international import or they may be of 
national or interdepartmental signifi- 
cance only. 

On the other hand, Cabinet members 
are heads of major departments of the 
Federal Government, and as such each 
head or Secretary is responsible to the 
President for the administration of his 
department. To a considerable extent, 
the Secretary is responsible for the selec- 
tion and direction of his subordinates. 
He makes many decisions of policy and 
directs his working force in the execution 
of policy. He is responsible for the prepa- 
ration of a departmental budget and 
work program, and must be prepared to 
defend them first before the President 
and his budget director, and subse- 
quently before a Congressional Com- 
mittee. Department heads are required 
to make reports to Congress when re- 
quested. Many bills involving matters 
within the jurisdiction of the various 
departments really have their origin in 
the departments. Finally, the depart- 
ment head has an important public rela- 
tions responsibility, since the reaction 
of public opinion may reflect favorably 
or unfavorably on the administration 
and the party in power. 


Q. According to recent Federal 
legislation it is provided “that after 
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January 1, 1948, the Act of July 2, 
1890, as amended, known as the Sher- 
man Act, and the Act of October 15, 
1914, as amended, known as the Clay- 
ton Act ... shall be applicable to 
the business of insurance to the extent 
that such business is not regulated by 
State law.” 

With respect to the Sherman Act of 
1890, as amended, and the Clayton 
Act of 1914, as amended, outline the: 

(a) kinds of practices that are pro- 
hibited, 

(b) penalties and civil liabilities for 
violators, 

(c) statutory exemptions. 

A. (a) The Sherman Act, as amended, 
prohibits contracts, agreements, monop- 
olies and conspiracies in restraint of in- 
terstate and foreign commerce. The 
Clayton Act of 1914 is one of the most 
important amendments of the Sherman 
Act, and under that Act and other 
amendments, the following practices have 


forbidden: price discrimination among 


competitors where the effect is to lessen 
competition in interstate commerce; 
exclusive or tying agreements depriving 
purchasers of freedom to buy their mer- 
chandise from any producer or dis- 
tributor who could sell commodities of 
the same quality for lower prices than 
their competitors; interlocking direc- 
torates, and acquisition by one corpora- 
tion of the stock of other corporations for 
the purpose of destroying competition. 
Another important amendment of the 
anti-trust laws was the Federal Trade 
Commission Act of 1914 which pro- 
vided that unfair methods of competition 
in interstate commerce are unlawful, 
and established the Federal Trade Com- 
mission to determine what are unfair 
methods of competition. Under the 
Wheeler-Lea Amendment, false and 
deceptive advertising and other unfair 
and deceptive practices are forbidden. 
(b) Penalties and civil liabilities imposed 
under the above acts include fine and 
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imprisonment, use of injunction to stop 
infractions of the law immediately, 
treble damages for anti-trust law viola- 
tions, dissolution of illegal combinations, 
and seizure of property used in the con- 
duct of combinations which unlawfully 
restrain interstate commerce. 

(c) Laws have been enacted from time 
to time exempting certain groups or 
types of combinations from the anti- 
trust laws or some provisions thereof. 
The most important of these exemptions 
are: 


(1) The Webb-Pomerene Act of 1918 
which permits export combina- 
tions in the field of foreign trade, 
even though they restrain com- 
petition. 

(2) The Agricultural Exemption Act 
of 1922, as amended, which per- 
mits farmers, dairymen, and vari- 
ous other agricultural groups to 
combine for purposes of control- 
ling prices up to a point so long as 
prices are not unduly enhanced 
by such agreements (the Secretary 
of Agriculture is the judge of un- 
due enhancement). 

The Federal Anti-Injunction Act 

of 1932 prohibits the Federal 

Courts from issuing injunctions 

against labor in case of peaceful 

strikes, picketing and boycotts, 
even where such activities restrain 
interstate trade. 

(4) The Railway Act of 1920, which 
permits consolidations and com- 
binations of railways where the 
Interstate Commerce Commis- 
sion approves. 

(5) The Merchant Marine Act of 

1936, which provides combina- 

tions and agreements among ship- 

ping lines engaged in interstate or 
oreign trade, if the Maritime 

Commission approves. 
The Miller-Tydings Act of 1937 
permits agreements in interstate 
trade between manufacturers and 
retailers in respect to minimum 
resale price in those states which 
permit such agreements in in- 
trastate trade. 
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Q. A legal expert says that insur- 
ance companies must obey the rules 
and regulations under the United 
States Fair Labor Standards Act of 
1938 (the Wage and Hour Law). 

(a) Explain the constitutional pow- 
ers (as interpreted by the courts) on 
which the Fair Labor Standards Act 
relies for its authority. 

(b) Does this legislation mean that 
state regulation on the subject of 
wages and hours is completely super- 
seded? Explain why or why not. 


A. (a) Congress may exercise only 
those powers delegated to it by the Con- 
stitution. It has no broad, all-embracing 
power to regulate for the general welfare. 
However, Congress has been given the 
power to regulate foreign and interstate 
commerce and the Supreme Court has 
construed this to extend not only to 
enterprises clearly engaged in interstate 
commerce but also to business activity 
which affects interstate commerce. The 
Fair Labor Standards Act is based on the 
congressional commerce power and in 
the light of the Supreme Court’s broad 
interpretation of this authority the Act 
applies to all those enterprises which 
may be identified as interstate in nature 
or which affect foreign or interstate com- 
merce. 

(b) The enactment of the Fair Labor 
Standards Act did not completely super- 
sede state regulation of wages and hours 
for two principal reasons. First, Congress 
has no power to regulate purely intra- 
state enterprise, i.¢., businesses not 
clearly interstate in nature and which do 
not affect interstate or foreign commerce. 
While the scope of such enterprise has 
been drawn within narrow limits by 
Supreme Court construction of the com- 
merce clause, business activity of an 
intrastate nature is still considerable and 
state wage and hour regulations apply to 
it. In the second place, under provisions 
of the Fair Labor Standards Act state 
wage and hour standards which are 
more drastic than those provided in the 














Federal Act may be applied to businesses 
covered by the Fair Labor Standards 
Act, if they are located within the 
boundaries of the state imposing the 
regulations. 


Q. Ithas been suggested that “Old- 
Age and Survivors’ Insurance should 
not be extended to cover ‘total and 
permanent disability,’ but those who 
suffer such disability should be cared 


for under our public assistance pro- 


am - 


(a and b) If the above suggestion 
were to be adopted how would total 
and permanent disability provision 
under “public assistance” differ from 
provision under Old-Age and Sur- 
vivors’ Insurance in: (1) financing, 
(2) responsible administrative author- 
ity, (3) right of claimant to benefit? 

(c) Present the principal argument 
in favor of, and in opposition to, ex- 
tending Old-Age and Survivors’ In- 
surance to cover total and permanent 
disability. 


A. (a and b) If total and permanent 
disability should be cared for under our 
public assistance program instead of an 
extension of the Old-Age and Survivors’ 
Insurance, the differences with respect 
to certain features can be shown best by a 
comparison of these features under the 
present plans. 

(1) Financing. Public assistance is 
financed by general state taxation in some 
instances supplemented by subsidies 
from the Federal Government up to a 
certain limit. For example, the Federal 
Government will make equal contribu- 
tions with the states for old age as-' 
sistance and pensions for the blind up 
to a states maximum. On the other hand, 
Old-Age and Survivors’ Insurance is 
now financed by a Federal tax of 1 percent 
deducted from the wage of the employee 
and a payroll tax of the same percentage 
paid by the employer up to a wage 
maximum of $3,000 per year for each 
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employee. Provision has been made for 
this tax to be increased eventually to a 
maximum of 3 percent on the employee’s 
wage or salary and an equal levy on the 
employer. 

(2) ‘Responsible Administrative Authority. 


Public assistance administration is in 
state hands, and each State has a depart- 
ment or board to handle this responsi- 
bility. Since the Federal Government 
subsidizes the public assistance programs 
listed above, it exercises a certain degree 
of supervisory control over state ad- 
ministration. For example, states have 
been compelled to establish administra- 
tive organizations satisfactory to the 
Social Security Board and have been re- 
quired to use the merit system in select- 
ing employees of their Public Assistance 
Departments. 

The entire responsibility for adminis- 
tration of Old-Age and Survivors’ In- 
surance is in Federal hands, and under 
the Social Security Act, Congress has 
established the Social Security Board to 
administer this insurance feature. 

(3) Right of Claimant to Benefit. Under 
public assistance laws, claimants receive 
benefits when they establish need (means 
test) as defined by law or as interpreted 
by those who administer the law. 

Under the Old-Age and Survivors’ 
Insurance provisions, benefits are paid 
to those who show that they have met the 
requirements of the law in respect to time 
spent in covered employment, amount of 
wage or salary drawn, age, etc. 

(c) In favor of extending Old-Age and 
Survivors’ Insurance to cover total and 
permanent disability, it can be argued 
that: 

(1) From the standpoint of the worker 
the hazard is analogous to old age in- 
validity. Physical inability to work is a 
serious hazard regardless of cause and at 
present the great majority of workers 
have no protection against premature 
disability except for industrial injuries 
under Workmen’s Compensation. 

(2) Most persons on wage or salary 
prefer insurance to charity. The Old-Age 
and Survivors’ Insurance plan provides 
for systematic contributions by both the 
employer and employee to finance the 
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costs of invalidity — this removes the 
stigma of charity. 

(3) In many cases private insurance 
companies have withdrawn disability 
coverage because of adverse experience 
with this type of risk — but the need 
continues. 

(4) Premature total disability may 
affect the old age benefits and therefore 
make supervision through a single 
agency a practical necessity. Old-Age 
and Survivors’ Insurance is now part of 
the Federal Social Security system and 
needless confusion would follow if the 
operation of the closely allied disability 
coverage was delegated to the states. 

Against extension of Old-Age and 
Survivors’ Insurance to cover total and 
permanent disability, it can be argued 
that: 

(1) It necessitates the expansion of a 
bureaucracy already complicated, costly, 
and irritating to the taxpayers. 

(2) It has not been conclusively dem- 
onstrated that the need for disability 
insurance cannot be met by private in- 
surance programs. 

(3) Costs of social security programs 
of various types have already imposed a 
burden on employers and wage earners. 
Additional costs of this kind may meet 
violent opposition. 

(4) If insurance against disability is 
essential, state administration and con- 
trol is more desirable than Federal be- 
cause a state program can be more 
easily adapted to local needs, the plan 
integrated with a state’s workmen’s 
compensation system, and the risk sub- 
jected to local supervision. 

(5) If individuals subject to these 
hazards fail to provide for their own 
protection, public assistance should be 
provided for those in need — it is simpler 
and less expensive than insurance, 


Q. “At the close of the nineteenth 
century it was a well-established prin- 
ciple of common law that the master 
or employer was responsible for the 
injury or death of an employee result- 
ing from an employer’s negligent act. 








C.P.C.U. EXAMINATION QUESTIONS AND COMPOSITE ANSWERS 59 


As industry and commercial enterprise 


expanded .. . it became apparent 
that the accepted common law de- 
fences . were operating too 
harshly. . . .” 


(a) What was the remedy of the 
employee under the common law for 
industrial injuries? 

(b) What were the employer’s com- 
mon law defenses? 

(c) What evidence do we have that 
these defenses were “operating too 
harshly?” 

(d) To what extent do employees 
injured in industry today need to rely 
on the common law remedy? 


A. (a) At common law and prior to 
the enactment of workmen’s compensa- 
tion laws, in order to recover for injuries 
sustained in the course of employment, 
a workman had to prove in a civil suit 
that these were due solely to his em- 
ployer’s negligence. 

(b) When an employer was sued at 
common law he was permitted to offer 
any one or more of the following de- 
fenses: 

(1) Employees were assumed to ac- 
cept the usual risks of the employment. 
This was known as the “assumption of 
risk” doctrine. 

(2) The employer was not responsible 
for injuries to an employee when the 
injuries resulted from the negligence of a 
fellow employee (the “fellow servant” 
rule). 

(3) The employer was not responsible 
for injuries to an employee whose in- 
juries were due to his own negligence 
(doctrine of‘ contributory negligence”’). 

(c) The most conclusive proof that the 
common law defenses of employers were 
operating too harshly was the lack of 
appropriate indemnification for injuries. 
Employees could seldom engage in legal 
combat with their employers on any- 
thing like equal terms and were seldom 
able to secure an award adequate to 
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cover their injuries. Many cases of in- 
dustrial injuries never came to court at 
all, and the settlements made out of 
court were often inadequate. 

(d) All states excepting one (Missis- 
sippi) have Workmen’s Compensation 
Laws and therefore the majority of em- 
ployees no longer have to rely on the 
common law remedy to collect for in- 
dustrial injuries. However, it is not cus- 
tomary for a compensation law to include 
all employments or every variety of in- 
dustrial injury and in many instances the 


remedy is a common law. The principal 
types of cases where such remedy must 
be sought are: (1) workers excluded by a 
state law — farm labor, domestic serv- 
ants and other specified employees’ 
groups; (2) injuries not eligible under 
the terms of an act — especially occupa- 
tional diseases; (3) cases beyond the 
jurisdiction of a state; and (4) exclusion 
from compensation by choice — when 
the privilege of choosing common law 
remedy is exercised under the elective 
type of compensation law. 





“Oh, I can assure you this little young lady is different than the rest I’ve 
sent you — and certainly not ‘run of the mill.’”’ 

















HON. JAMES M. MeCORMACK 
TENNESSEE 


HE HONORABLE JAMES M. McCormack, Commissioner of In- 
f bance and Banking for Tennessee, was born in Nashville, 
Tenn. For several years he represented the Gliddon Paint and 
Varnish Company in Memphis. Later, he became president of C. R. 
Weir and Company, general insurance, which office he held until 
his appointment as Commissioner in 1937. He was reappointed in 
1939. From 1942 to 1943, he was chairman of Zone 3, which em- 
braces eight states on convention examinations of insurance com- 
panies. In June, 1945, he was elected president of the National As- 
sociation of Insurance Commissioners. Previously, from 1943 to 
1944, he was chairman of the executive committee of that Associa- 
tion, serving from that year until 1945 as vice president. During the 
latter period he was, in addition, a member of the sub-committee 
on Federal legislation, a member of the sub-committee on rates and 
rating organizations, chairman of the special committee of fire pre- 
vention and National chairman of the states war inspection direc-~ 
tors committee. 
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HON. VANCIL K. GREER 


OKLAHOMA 





Ve K. GreEER was appointed chairman of the State Indus- 
trial Commission of the state of Oklahoma by the Governor for 
a four year term on January 26, 1943. Thereafter, the. law was 
amended and the Governor re-appointed him chairman for the 
term expiring with that of the. Governor. 

He was graduated from the College of Law of the University of 
Nebraska in 1910, and served as registrar of the University of 
Nebraska from 1914 to 1916. He then practiced law in Lincoln and 
Clay Center, Nebraska, until 1925, when he went to Kingfisher, 
Oklahoma. He was elected county judge of Kingfisher county, serv- 
ing until 1929 when he resumed the practice of law in the county 
until he was appointed to his present office. 
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C. C. CLARKE occupied a successful sales 
position in the automobile tire field. 
Seeing frequently the distress suffered 
by disabled wage earners and their de- 
pendents, he was attracted to the in- 
surance business. In his first insurance 
position with the Sun Life Assurance 
Company of Canada, Mr. Clarke was 
highly successful in group sales. In 1938 
he became superintendent of the group 
department of the Zurich General Acci- 
dent and Liability Insurance Company, 
Ltd., in Chicago, a position he still 
occupies. (Meeting Group Insurance Needs, 
page 19.) 
ee 


Harrop G. Donovan is a compensation 
and liability underwriter for the Massa- 
chusetts Bonding and Insurance Com- 
pany. He has been with the company, 
in that capacity, for over three years, 
and has been in the same field ever since 
he entered it in 1925, shortly after he was 
graduated from Massachusetts Institute 
of Technology with a B.S. degree. 
(Springtime Sells Liability, page 35.) 
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W. O. HicpEsRanp, secretary-manager 
of the Michigan Association of In- 
surance Agents, was educated at the 
University of Michigan and entered 


the insurance business in Michigan as an 
agent in 1929. He acted as a casualty 
company fieldman for four years, and 
went with the Association in 1938. He is 
a member of the state government ad- 
visory committee on veterans affairs and 
reviewing official of insurance training 
programs under the G.I. Bill of Rights. 
(G.I. Law Offers Careers, page 11.) 
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Joun J. [aco is a vice president of the 
Fidelity and Deposit Company of 
Maryland and of the American Bonding 
Company of Baltimore. He is in charge 
of the burglary, commercial forgery, 
plate glass and personal property floater 
branches of the business of those com- 
panies at the home office. He has oc- 
cupied his present position since 1924, 
but, prior to being called to the home 
office, he had extensive experience in 
field work in the southwest and middle- 
west in connection with bankers’ blanket 
bond, burglary and forgery insurance 
business. (Selling Broad-Form Insurance, 
page 1) 
yore? 


Homer E. Kunz is secretary-treasurer 
of the Master Electric Company in Day- 
ton, Ohio. He became associated with 
that company in 1921, was elected 
treasurer in 1922 and secretary in 1937. 
Born in Miamisburg, Ohio, he attended 
a local business college in Dayton and 
was employed by several small business 
organizations before joining the Master 
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Electric staff. (What the Buyer Wants, 
page 41.) 
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J. F. Van VecHTEN is president of the 
McIntosh-Bowers-West Agency in Akron, 
Ohio, with which he has been associated 
since 1914, the year in which he was 
graduated from the Wharton School of 
Finance and Commerce of the Uni- 
versity of Pennsylvania. He is a past 
president and vice president of the Ohio 
Association of Insurance Agents, and 
served for three years as trustee of that 
association. He is at present state na- 
tional director for Ohio and a member 
of the executive committee of the Na- 
tional Association of Insurance Agents, 
(Know Your Agency — Financially, page 
45.) 
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Credits. — Photographs: page 28, printed 
through the courtesy of the State of 
Maryland Department of Motor Vehi- 
cles; pages 31-34, Acme News-pictures. 
Art Work: Horace T. Elmo, M. J. 
Kopsco, Jay Kay and A. McWilliams. 
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Representatives receive the JOURNAL by courtesy of one or more of the following 
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Accident & Casualty Insurance Co. of Winterthur, Switzerland 
Aetna Casualty and Surety Company American Bonding Company of Baltimore 
American Credit Indemnity Company of New York 
American Employers’ Insurance Company 
American Guarantee and Liability Insurance Company 
American Re-Insurance Company American Surety Company of New York 
Bankers Indemnity Insurance Company 
Car and General Insurance Corporation, Ltd. 
Carolina Casualty Insurance Company Century Indemnity Company 
Columbia Casualty Company Commercial Casualty Insurance Company 
Connecticut Indemnity Company Eagle Indemnity Company 
Employers’ Liability Assurance Corporation, Ltd. 
Employers Reinsurance Corporation 
European General Reinsurance Company, Ltd. 
Fidelity and Casualty Company of New York 
Fidelity and Deposit Company of Maryland Fireman’s Fund Indemnity Company 
General Accident, Fire & Life Assurance Corp., Ltd. 
General Reinsurance Corporation Glens Falls Indemnity Company 
Globe Indemnity Company Great American Indemnity Company 
Guarantee Insurance Company Hartford Accident and Indemnity Company 
Hartford Steam Boiler Inspection & Insurance Co. 
Home Indemnity Company Indemnity then ance Company of North America 
Insurors Indemnity and Insurance Company 
London Guarantee and Accident Company, Ltd. 
London and Lancashire Indemnity Company 
Manufacturers Casualty Insurance Company Maryland Casualty Company 
Massachusetts Bonding and Insurance Company 
Merchants Indemnity Corporation of New York 
Metropolitan Casualty Insurance Company of New York 
National Automobile and Casualty Insurance Company 
National Surety Corporation New Amsterdam Casualty Company 
New England Casualty Insurance Company 
New York Casualty Company Norwich Union Indemnity Company 
Ocean Accident and Guarantee Corporation, Limited 
Pacific Indemnity Company Phoenix Indemnity Company 
Preferred Accident Insurance Compan: of New York 
Royal Indemnity Company Saint Paul-Mercury Indemnity Company 
Seaboard Surety Company Standard Accident Insurance Company 
Standard Surety & Casualty Company of New York 
Sun Indemnity Company Travelers Indemnity Company 
Travelers Insurance Company Tri-State Casualty Insurance Company 
United National Indemnity Company United States Casualty Company 
United States Fidelity and Guaranty Company 
United States Guarantee Company Western National Indemnity Company 
Yorkshire Indemnity Company of New York 
Zurich General Accident & Liability Insurance Company, Ltd. 
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DEPARTMENT STORE: 
JANITOR OF CANTON, . 
OHIO, DEVISED A 
“* SUCTION * 
SWEEPER“. 
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1, UDINE 
a, ST LOOKED GOOD To W.H.Hoover, 
4 A HARNESS MAKER, 
THEY ORGANIZED 
COMPANY JN 1907 To 
MAKE THE SWEEPER... 


Se Is TWO YEARS, 
THROUGH ADVERTISING, > 
AMERICAN WOMEN on\s— 


AND BENEFIT OF VACUUM 
CLEANERS. 


C LEANER HOIES é 
A BETTER APUIRICA, RESULT FROM 
INGENUITY INDUSTRIAL VENTURE 











